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FOREWORD 


There is a rule of evidence to the effect that a label on a box is not evidence 
of the contents of the box. It makes sense. A box labelled “Danger: 
Explosives’ might well contain heroin. Unfortunately the rule is not applied 
as widely as it might be. Encouraged by new style ‘journalism’, the general 
public is encouraged not only to believe in labels, but to think in labels. 
Ideas and people are routinely lumped into categories and branded. 


People who believe in old fashioned democracy, government of the people 
by the people, are now labelled ‘populists’. If they object to political 
correctness they are ‘rednecks’, if they question Aboriginal affairs they are 
‘racist’. To challenge immigration policy is to be ‘xenophobic’, resisting 
social reform of any description is to be ‘divisive’. To dare suggest Australia 
is heading in the wrong direction is ‘scare-mongering’, while intimating 
that the government is not being entirely honest with the people is to be a 
‘conspiracy theorist’. Australia’s Minister for Foreign Affairs and Trade 
personally endorsed the label for people who oppose the globalisation of 
Australia: ‘globaphobes’, a ‘phobia’ being an irrational mental state. 


While these labels might help simple minds better understand an otherwise 
confusing universe, they say nothing about the actual ideas of the people so 
labelled, and contribute little to intelligent debate about human affairs. What 
is more, labelling is reductionist, doing no justice at all to the subtleties and 
nuances of the human intellect and character. Perhaps the tendency to trust 
the label has something to do with the age of the opinion poll, the underlying 
assumptions of which are that people tell the truth, and always do what 
they say they will do. In fact neither of those propositions holds up too well 
in human experience. 


Believing things are what the label says apparently has led otherwise intelligent 
people to believe economic rationalism is what it claims to be, free market 
economics, and that ‘free’ trade is exactly what the ‘experts’ say it is 
without the need to ask ‘free for whom and in what way?’ By believing 
statements on labels, near monopoly can be a ‘competitive market’, there 
can be ‘increased employment opportunities for the community as a whole’ 
even though jobs are being destroyed, and ‘improved customer service’ 
even though bank branches are closing and fees on services are rising. It 


can even be ‘good for Australia’ to sell a viable asset like Telstra, capable 
making record profits, to non-Australians. of 


By the same token, Globalism could never be Communism by another name 
because the label on the coffin said ‘Communism: deceased’, even though 
as Shakespeare counselled, one should go by the smell, not the label On the 
rose. Naive trust in labels could well be about to lead the people of the 
world into a new Dark Age of neo-feudal Oppression. But of course to 
suggest as much would be ‘scare mongering’ or ‘conspiracy theorising’, 


People ask what would a lawyer know about economics, but this book is 
not really about economics. It is about dishonesty....dishonesty born out of 
greed for wealth and power by people persuaded that they can have all the 
benefits of civilisation without the need to behave in a civilised manner, in 


accordance with moral principle. Dishonesty of that nature should be the 
concern of every lawyer. 


GRAHAM STRACHAN 


September 1998. 
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CHAPTER 1 
SOCIAL CHANGE ON THE SLY 


THE MAI 


Late last year (1997) it was discovered that the Australian government was 
going to sign away its right to control the national economy in a very 
important way: to say what foreign transnational corporations (TNCs)! 
and foreign investors could do with the country and its resources. Since 
those resources include people (the so-called ‘human resources’) it might 
have been good manners, if not good democracy, to have consulted them, 
but the government had no intention of doing so. The agreement, called the 
Multilateral Agreement on Investment (MAI) was to be signed and the 
people told about it afterwards, a procedure followed previously with a 
number of other important treaties and agreements. 


Since September 1995 representatives of the 29 countries of the OECD, 
the Organisation for Economic Cooperation and Development (which 
includes Australia), had been meeting in Paris every six weeks preparing 
the Agreement, which was to be signed in May 1998 until world-wide 
opposition, including in Australia, caused a temporary postponement. 


Now the OECD is not an official government body. Nobody votes for it 
democratically. It is not even part of the United Nations; not that that would 
be any recommendation, because nobody votes for the United N ations either. 
The OECD is a kind of private rich nations club, which includes 29 countries 
and 447 of the world’s 500 largest TNCs as members. It was to this body 
that the Australian government was going to hand over its right to say what 
TNCs and foreign investors could do to this country and its people. 


One thing should be made clear: Australia has always had foreign investment, 
and opponents of the MAI are not suggesting that that situation should 
change. But the Australian government has always reserved the right to 
limit and control that investment, and any responsible government intending 
to remain in control of the nation’s affairs would continue to reserve that 


right. The Australian government was intending to sign it away. Why it 
was will become apparent in a moment. 
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The MAI would make it illegal (!) for the Australian government to refuse 
entry to any TNC or foreign investor, even if they had a reputation for bad 
business practices or their entry was not in the best interests of the nation. 
It would make it illegal for the government to restrict in any way what they 
could do once they were in the country, such as limiting the amount of 
Australian assets they could own, or requiring them to employ Australians, 
or a guaranteed number of Australians, or to take on an Australian partner, 
or requiring them to set up in a particular area, or requiring them to pay 
minimum wages, or observe safety standards, or comply with work practices 
or environmental laws. 


In other words the MAI was an attempt to arrange things so that TNCs and 
foreign investors could treat the country as their own, come and go as they 
pleased, do whatever they liked in and to it, and sue the Australian government 
if it tried to interfere in any way. 


NATIONAL SOVEREIGNTY 


Before going any further a word needs to be said about whose country this 
is, and about national sovereignty, the right of a nation to govern its own 
affairs. The ‘sovereign’ is the ultimate authority in any political system, the 
person or body with the ultimate say. It might be the king or queen, or a 
dictator, or it might be the government. Under the Australian Constitution it 


happens to be the people. 


The lie has been invented that there is something wrong with the Australian 
Constitution, that it is ‘outmoded’, or that it was inherited from ‘the British’. 
While no Constitution is perfect, there is nothing fundamentally wrong 
with the Australian Constitution. It is uniquely Australian, and it has been 
one of the most successful Constitutions in the world. The Australian nation, 
before globalists started transforming it on the sly, was living proof of that. 
Australia was one of the most politically stable, socially tolerant societies in 
the world. The problem with the Australian Constitution lies with the people 
presently entrusted with upholding it. No Constitution can work if its 
caretakers are trying constantly to subvert it and to replace it with something 
else, and that is no ‘conspiracy theory’, their intentions are quite open: a 
Republic, a new Constitution, and a new flag. 


The only thing ‘outmoded’ about the Australian Constitution is that it makes 
the people the sovereign. It stands for proper democracy: government of 
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the people by the people, something now being labelled ‘populism’ . It is the 
Constitution of a self-governing people in a self-governing nation, and as 
will be seen in a moment, such a concept has no place in the intended new 
global order, 


The Commonwealth of Australia Constitution Act, of which the actual 
Constitution is a part, states clearly that ‘The Commonwealth’ means the 
people of Australia [CACA s.3]: 


‘It shall be lawful for the Queen.....to declare by proclamation 
that....the people of [the various states].....shall be united in a Federal 
Commonwealth under the name of the Commonwealth of 
Australia....” [emphasis added]. 


This means that the Australian people are The Commonwealth of Australia: 
not the government, not the Prime Minister, not the Governor General, 
with or without the advice of Cabinet, and not the Queen. If Australian 
sovereignty was to be handed over to an international body or bodies, the 
only proper way to do it would be following an informed decision of the 
people to that effect at a referendum. If any bodies other than the people at 
referendum tried on the sly to hand over the nation’s sovereignty to foreign 
interests, they would be committing treason, and the people would have 
every right to put them on trial for it.” 


THE MAI EXPOSED 


When Pauline Hanson succeeded in bringing the matter of the MAI to the 
attention of the Australian public in January 1998, the government launched 
into the first two of the ‘three Ds’ of damage control: deny, discredit and 
destroy. When denials failed, a spokeswoman for Assistant Federal Treasurer 
Rod Kemp accused Hanson of ‘scare-mongering based on ignorance’. The 
same could hardly be said, however, of former Chief Justice of the High 
Court, Sir Anthony Mason, who raised the matter at the opening of a 
Melbourne Convention. His comments, which passed almost unnoticed, 
were extremely significant: 


“If the prophets of the demise of the nation state be right, we 
should be thinking about making international decision making itself 
more democratic, open and transparent.....The problems are 
considerable. Take the current negotiation in the OECD over the 


» OREO CE 





4 Globalisation : Demise of the Australian Nation 


Multilateral Agreement on Investment, an agreement which could 
have a great impact on Australia if we ratify it. The negotiation, so 
far as Australia is concerned, is in the hands of Treasury. The 
negotiation is not an open process; it is being conducted in secret. 
There are no doubt reasons which can be advanced to support the 
veil of secrecy. But at the end of the day it is possible that the terms 
will be set in concrete leaving Australia with very limited choices to 
make, the effective choices having been made by Treasury and 


Federal Cabinet during the course of the unpublished negotiations.” 
[Emphasis added].3 


It can be seen that Sir Anthony referred not only to the MAI and the secrecy 
surrounding it, but also to the ‘demise of the nation state’. Now Sir Anthony 
has been a leading judge, and judges do not use words carelessly, particularly 
words like ‘demise’ which have precise legal meanings. The word ‘demise’ 
means ‘transmit (hand over title etc.) by....abdication’, where ‘abdicate’ 
means ‘renounce formally or by default’.* In the case of a sovereign, 
including a sovereign nation, it means “The transfer of royal dignity which 
takes place when one [sovereign] succeeds to another’.> Sir Anthony was 
warning that the MAI was part of a larger process that involved handing 
over Australian sovereignty: Australia’s right to be an independent nation 
governing its own affairs. In fact that process was already well advanced. 


The extent to which economic sovereignty had already been demised was 
revealed in a Lateline (ABC TV) programme on the MAI in March 1998. 
Alan Asher, deputy chairman of the Australian Competition and Consumer 
Commission (ACCC, the Hilmer watchdog body) said this: 


“Well perhaps I should say in a country where 80% of the economic 
activity is already managed by international corporations....I think 
the concerns expressed [by opponents of the MAI] are just a little 
too late.” 


This process had been assisted by the government's entry into other 
agreements such as the Financial Services Industry Agreement (FSIA) on 
12 December 1997, by which it signed away its right to prevent foreign 
takeovers of Australian banks and insurance companies. Already the largest 
shareholder of the ANZ, Bank was Chase Manhattan Nominees (Rockefeller, 
11.6%).° 
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As to the secrecy surrounding the MAI, the government itself ultimately 
confirmed it in its own official documents. A publication entitled ‘Multilateral 
Agreement on Investment: Interim Report’, put out by the Joint Standing 
Committee on Treaties of the Parliament of the Commonwealth of Australia 
in May 1998 refers in its terms of reference to “...the MAI currently being 
negotiated in secret by the Australian Government at the Organisation for 


Economic Cooperation and Development....’”’ 


THE REAL MEANING OF FREE TRADE 


out ‘free trade’ and how it will be “good for Australia’, 
but ‘free trade’ no longer means what it originally meant: unobstructed 
trade between independent sovereign nations. It now means unobstructed 
trade across ‘interdependent’ nations by TNCs and international investors, 
a different concept altogether. It means freedom for TNCs and international 
‘nvestors to trade and invest where they like, and do what they like, anywhere 
in the world, without any interference from national governments, and 
without any social responsibilities. The MAI was an attempt to turn that 
into international law, to create a legally enforceable ‘right’ for TNCs and 
e world as their own private oyster. 


Much is being said ab 


investors to treat th 


alian government tried to restrict that freedom, 
| international tribunal claiming damages 
e Agreement insisted that such action 
would be taken only as a ‘last resort’, but that was not true. Transnationals 
had already sued under similar provisions in the NAFTA treaty (the North 
American Free Trade Agreement) when Canada enacted a law to ban the 
use of a lead-based gasoline additive called MMT which Ethy]! Corporation 
of America manufactured in Ottawa. The corporation successfully sued 
the Canadian government for $367 million in compensation for loss of 
profits,® proving that a government could be sued for trying to protect its 
environment or the health of its people, if that interfered with the profits of 


a TNC. 


After signing it, if the Austr 
the TNCs could sue it in a specia 
for loss of profits. Defenders of th 


THE ‘NATIONAL TREATMENT’ 


Once in the country, the foreign investors could force the government to 
accord them what is called ‘the national treatment’. That meant that if the 
Australian government offered taxpayer-funded incentives to locally-owned 
industries and investors, it would have to offer the same acuntiven to on 
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foreigners. On the surface that might sound like ‘fairness’, but because of 
the sheer size and huge capital resources of the foreigners, such a tilted 
‘level playing field’ gives them an absolute advantage over smaller nationally- 
based industnes and investors with limited resources. The local industrie; 
would rapidly be bought up or destroyed, which would mean the end of 
any truly national economy for Australia. 


Academic economists claimed it would ‘make it easier for Australian 
investors to make profits overseas’, that it ‘played both ways’ in other 
words. But already around 86% of ‘Australia’s’ finance sector was foreign 
owned, and how profits made by the remaining 14% of Australian investors 
investing in other countries could be of any net benefit to Australia was 
never explained. A resource-rich country like Australia had far more to lose 
under this Agreement than it could possibly gain. 


By making it much easier for investment to be moved between countries 
the MAI would enable TNCs and foreign investors to drive down wages 
and working conditions in Australia by making it compete for foreign 
investment against countries with much lower rates and conditions. In a 
genuine free market all participants have to be free to move to take advantage 
of opportunity. But when capital can move freely but labour cannot, there 
can be no ‘free market’, only the freedom for capital to exploit labour. 
Similarly, the foreign investors would be in a position to force up the subsidies 
and other inducements the Australian government would have to offer in 
order to attract them. 


The Agreement bound countries for 20 years, which created the illusion 
they were then free to pull out if they wished. But after 20 years under the 
MAI, Australia would be in no position to withdraw. With no independent 
national economy left it would be absolutely dependent on foreign investment 
for its economic survival. It would either sign onto the MAI permanently, 
or its people would starve. It would no longer be a nation in the present 
sense, but rather a place on the globe called ‘Australia’ which TNCs and 
investors could feel free to exploit at will. 


THE EXCEPTIONS 


When controversy over the MAI erupted, Australia’s politicians were quick 
with assurances that the government was seeking exceptions for 28 separate 
industries. A country could, through negotiations, except certain industries 





~ + 0 06 66 4G 1G! 


Social Change onthe Sly 7. 


from the terms of the agreement. The exceptions were exactly what the 
MAI promoters wanted people to talk about. Once they were discussing 
the exceptions, they had accepted the Agreement in principle. The 
Agreement’s defenders seemed unable (or unwilling) to grasp the fact that 
if Australia needed that many exceptions, it might be better off without the 


Agreement. 


They also seemed unaware (or weren’t letting on) that once a country had 
logged in the exceptions, it could not change them or add new ones for 20 
years, an absurd condition in the much touted ‘rapidly changing world’. 
Furthermore, to get the exceptions in the first place it had to agree to 
‘rollback’, which meant to phase them out over time until there were none 


left. The exceptions were temporary, in other words. 


d have enabled foreign investors to regulate 
tead of the other way round. It would have 
Cs and foreign investors above those of 
the Australian people. What on the surface seemed like ‘trade liberalisation’ 
had far-reaching consequences for the country, its ownership and its ability 
to control its own affairs, yet the Australian government was intending to 
sign the Agreement without open debate in the Parliament. 


In short, this Agreement woul 
the Australian government, ins 
placed the so-called ‘rights’ of TN 


The secrecy surrounding the Agreement was not limited to Australia. It 
was all supposed to have been signed sealed and delivered at the OECD 
without the people of the world knowing about it, for obvious reasons. 
Fortunately a draft copy was leaked and posted on the Internet by French 
activists, following which anti-MAI groups sprang up all over the world, 


including in Australia. 


WHO ARE THE TNCs? 


There are now over 40,000 TNCs worldwide, corporations which operate 
in many countries, but recognise allegiance to none. To TNCs countries 
are places on the map to exploit. Obviously they have to be based somewhere 
but it is important to realise that while a TNC might be ‘Australian-based’ it 
is not an ‘Australian company’, its exports are not properly described as 
‘Australia’s exports’, nor is growth in its economic activity properly 
described as ‘Australia’s economic growth’. Nor are the so-called ‘domestic 
firms’ regularly referred to by the media necessarily ‘domestically-owned’ 
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firms. This obfuscation is used routinely to conceal economic reality from 
the Australian public. 


The top 200 TNCs control over 28% of the world’s economic activity, a 
figure which is rapidly increasing.’ Some of them have larger annual 
turnovers than the GDPs of medium sized countries. They are so large that 
of the world’s 100 largest economies, 51 are corporations and only 49 are 
countries. Mitsubishi is larger than Indonesia, General Motors is bigger 


than Denmark, Ford is bigger than South Africa, and Toyota is bigger than 
Norway.’° 


The alarming thing about their massive economic power is the lack of 
accountability to anybody as to how it is exercised. There is nothing 
democratic about TNCs. If they do indeed control 80% of the Australian 
economy, decisions about Australians’ economic future can be made 
anywhere in the world, in remote boardrooms, with no input from the 
people. What had been decided would not be known until it was announced. 
The secret way in which the MAI was being negotiated is the way all 
decisions about Australia’s economic future could be made. It is normal 
corporate behaviour. 


Because the TNCs operate across numerous countries they can engage in 
practices which avoid tax, like ‘transfer pricing’, by which they can make 
a paper loss in Australia, but a paper profit in a country where the tax rates 
are lower. They can also disguise exports from Australia as ‘internal transfers’ 
of work-in-progress between different departments of the same firm, 
avoiding other regulations and controls. Some estimates place as much as 
half of world trade in that category, a fact which should be taken into 
account when interpreting figures for ‘Australia’s exports’. 


Since TNCs can arrange things so they pay next to no tax they contribute 
nothing to the host country which might enable it to pay off debt, or pay 
for education or other social programmes, and especially not accumulate 
any capital which might enable it to re-establish its own industries, or “buy 
back the farm’ once it is sold. Transnationals have become so powerful 
they now can dominate national governments and dictate economic policy 
to their own advantage. 
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WHO ARE THE ‘FOREIGN INVESTORS’? 


The ‘foreign investors’ are organisations with money to invest, which scout 
around the world for opportunities to make profits, preferably quick profits. 
The world economy as a whole is being dominated by these speculators. 
However, of more than $1 trillion that circulates the globe every day, only 
about 2.5% is used to conduct business in any real economy. The rest is 


utilised for speculative purposes: global gambling. "' 


Speculators might speculate in the short term money market, capitalising 
on the daily fluctuations in the value of currencies. In other words they buy 
and sell money for short term profit. The effect of this activity is to make 
the cost of money unstable for anybody who wants to borrow some for a 
productive purpose. The slightest provocation, even a rumour about the 
economy, can send the speculators into a panic, causing them to unload 
Australian dollars, driving down the value of the currency, driving up the 
price of imports, driving up the cost of interest payments on Australia’s 
foreign debt. This can bankrupt otherwise healthy companies, and even 


threaten whole economies as it has done in Asia. 


Speculators might trade in ‘commodities futures’, buying and selling 
commodities produced by others, or which might be produced by others. 
Only about 5% of such deals actually involve the delivery of any goods. 
The rest are pure speculation, which destabilises the commodities markets 
for real producers, and sends false signals through the market mechanism 
making the planning of future production all the more difficult. 


If they actually invest in productive business they have a special name for 
it: ‘direct investment’. But even there they tend not to set up new industries. 
Instead they buy up existing Australian companies on credit extended by 
international bankers and ‘rationalise’ them: merge them into ever bigger 
conglomerates, sacking thousands of workers in the process. In 1997, $40 
billion was spent by foreign investors on mergers and acquisitions of existing 
Australian companies.'* The interest payment on the borrowed money has 
to be built into the cost of subsequent services, so the promise e.g. that 
‘privatisation’ brings cost reductions in services like telecommunications 
and electricity is simply not true. In the short term the costs might stay the 
same, while workers are being sacked, then they rise. In return Australia 
loses control of major industries, public utilities, and all its major economic 
assets, making it vulnerable to economic downturns elsewhere in the world, 


, (40, 
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such as in Asia, and absolute] 


y dependent on foreign investment for al] 
future development, like a dru 


g addict that constantly needs a fix. 


The investors might take advantage of countries in economic trouble, buying 
assets at rock bottom prices and selling them again when the economy 
recovers. If a country’s policies interfere with their profit-making activities 
they can dump its currency, driving down its value. They really can blackmail 
a country into adopting policies which suit their purposes. This is happening 
now throughout southeast Asia where national economic policies had 
previously discouraged or minimised foreign exploitation. 


Foreign investors have no long term loyalty to Australia, or any ae 
country. They can abandon a country at the drop of a hat. They may the 
Hawaiian pineapple industry to the Philippines virtually overnight, caving 
6000 Hawaiians jobless.'’ They can move in, take over an Australian firm 
and send the best people, the plant and the technology to : “ee 
manufacturing country. This happened recently to Australia S ee 7 
Batteries which is now in China."* They also want nothing to do 7 Skills 
training such as apprenticeships, so that the more a country relies on foreign 
investment, the more its long term skills become depleted. 


Academic economists claim foreign investment ‘brings much needed 
cademic >. But ‘brings’ to whom? The foreign investors regard the host 
technology . . lier of labour and raw materials. A smart business does 
country 7 iden to its suppliers. On the other hand, if Australian 
not transfer 7 idise research and development by foreign firms (which 
taxpayers su oy discoveries are not owned by Australia. They belong to 
Se enti teenie rs who can take them and use them anywhere in the 
e 
world they please. 


One might ask what is ‘good for Australia’ about any of this? Well it seems 

lians are supposed to concentrate on developing smaller local 
— which service the large industries owned by a — 
transnationals get the cream, while Australians get ie e lovers in ear 
own country. In the meantime politicians can point a economic growth’. 
What the people are not told is that ‘economic growt 7 ne a pratonrss 
of the degree to which foreigners are growing ever fatter within Australia 
by exploiting its resources and its people. 
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PLACING THE PEOPLE AT RISK 


Much of the foreign investment and global speculation is conducted on 
credit created by international banks. Because of the ‘fractional reserve’ 
banking system (see later), most of that ‘money’ does not actually exist 
except as figures on paper or in computers. If there were to be a sudden 
panic of the type that occurred in 1929, the whole global financial system 
could come crashing down. Many pundits claim such a crash is inevitable 
sooner or later. By allowing foreign investors to have open slather in Australia, 
the government is making its people increasingly vulnerable to such an 


event. 


Mr. Fred Argy, Secretary of the Campbell Committee which recommended 
the deregulation of the Australian financial industry in 1981 said this fourteen 


years later: 


“I’ve become increasingly disenchanted with the behaviour of the 
financial markets. Quite frankly the benefits of financial deregulation 
are not what they were expected to be, or what they’re made out to 
be. Financial markets have become increasingly peverse, erratic, 
inconsistent and arrogant. They think that ‘they’ should be dictating 
policy to governments. What we now have is a situation where 
speculators - ‘the new barbarians at the gates’ - want to have fun 
making a quick buck. We have increasing volatility which has 
significant effects on real interest rates. As a result there are effects 
on business confidence and long term economic and employment 


growth. 


‘“You’ve got to ask yourself whether it is not the lesser of two evils 
to have the guts to stand up to them....to tell them to go and jump in 
the lake. They can put the government in a terrible corner but provided 
the government has the economic fundamentals and the social 
priorities night, they can tell the financial markets to go to hell.’ 


Increasingly however, the Australian government is handing over control 
of the country’s ‘economic fundamentals’ to international interests, and so 
far as ‘social priorities’ go, there no longer are any. Big business and 
governments now regard social considerations as ‘non-rational’, and this 
is the era of economic ‘rationalism’. 
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WHO IS BEHIND IT? 


The driving force behind the MAI is American big business and finance, 
represented by an organisation called the US Council for International 
Business. US officials have openly stated that the objective of the MAI is to 
‘protect US investors abroad’. It seems America has to resort to these 
measures because its businesses have more money invested in other 
countries than they have in their own, and since the American government 
is the political arm of American big business, America’s ‘overseas interests’ 
mean its Overseas economic interests. '® 


Not all TNCs and global investors are American. Fortune Magazine’s ‘Global 
500’ includes 153 U.S. based and 141 Japanese based corporations. The 
others are based in Germany, France, the UK the Netherlands or Switzerland. 
But the Americans have made the rules, and the others have to follow. The 
motivation is greed unchecked by the perceived need to be bound by moral 
principle. In the game of global monopoly the greediest most ruthless 
‘players’ win. The people of the world become pawns in the game, mere 
‘human resources’. 


GLOBALISATION 


To understand why the Australian government would be signing away its 
right to control an important aspect of its economy to a private international 
body, one has to look at a thing called ‘globalism’, and the process by 
which it is being achieved: ‘globalisation’. 


There can be no doubt now that Australia has been committed to this 
process. At the Canberra Press Club on 1 December 1997, Foreign Minister 
Alexander Downer said in a speech to journalists, “Let me put this clearly, 
globalisation is an irreversible trend. It is happening. And it is good for all 
Australians, the region, and the world.” The future lies with globalisation, 
he said, opposing it is to ‘turn back the clock’. He described the disagreement 
between those for and against globalisation as “the great political dichotomy 
of our age, as fundamental as the old conflict between capital and labour”. 


Since something capable of bringing about such a dichotomy 1s obviously 
no small thing, Mr. Downer might have taken the trouble to define it, to 
spell out clearly the extent of it. Instead he confined his talk largely to 
‘trade liberalisation’, and while he did hint that there was more to 
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‘globalisation’ than that, he failed to say precisely what. One can understand 
why. One can understand why the Hawke and Keating governments which 
had been ‘globalising’ the country on the sly were not forthright about it 
either. It means Australians giving up their country! More precisely, it 
means the federal government giving up their country for them. Sir Anthony 
Mason was quite correct. Australia as a nation state is being demised: 
ownership and control of it is being handed over by the federal government 
to what are being called ‘institutions of global governance’. 


THE MEANING OF GLOBALISM 


Futurologist Alvin Toffler defined ‘globalism’ as ‘the idea that nationalism 
‘s obsolete’.'? It means that nation states are no longer allowed to be 
independent and self-governing. Instead they have to relinquish those nghts 
and powers and participate in anew global order as ‘interdependent member 
states’. Why? Because it happens to suit those who benefit from the 
international monetary and economic system: monopoly Capitalists. And 


y Capitalists have never succeeded without a government 


since monopol 
(see later), 


arrangement which protects and advances their interests 
‘slobalism’ necessarily involves world government. 


Globalists deny this, but they cannot deny that they are trying to rearrange 
the world so that the government of people is shared between a range of 
so-called ‘institutions of global governance’. These include the United Nations 
and its agencies, Non-Government Organisations (NGOs) of various types, 
and private capitalist clubs like the OECD, none of which is accountable to 
the people, or ever intends to be. Former national governments are required 
to hand over their economic, political, legal and social sovereignty to these 
various bodies and act as local agents for them, implementing their agendas 
at the national level. This is not supposed to be ‘world government’, it is 
‘global governance’. What is the difference? There is none. 


Obviously no democratic government would be elected on such a platform, 
so the goal has to be achieved behind a screen of secrecy, lies, and half- 
truths, at least until the programme is far enough advanced that it 1s 
irreversible through the democratic process. It is for this reason that the 
full meaning of globalisation has never been spelled out to the Australian 
people, why they were never asked whether or not they wanted it. The 
word was slipped subtly into the language by the media, and from then on 
the ruling elites have carried on as though it was all agreed to. 
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Australia’s political ‘representatives’, urged on by international (‘global 
neighbourhood’) socialists in the bureaucracies, media, universities, teaching 
professions, judiciary and churches, seem to be in a particular hurry to 
hand over the Australian nation to the new global order. No other national 
government has been so willing or eager to perform this essentially sacrificial 
and treasonous act, leading some observers to suspect that Australia is 
something of a test case for globalism. By handing over their country to 
internationalist control without the fully informed consent of their people, 
and without ensuring any mechanisms in the ‘institutions of global 
governance’ which might protect individual rights and democracy, 


Australia’s politicians appear to believe they are somehow ‘showing the 
world the way’. The way to what? 


WHAT SORT OF GOVERNANCE? 


Globalists (international socialists) routinely deny that globalisation involves 
a surrender of national sovereignty. That of course is nonsense. The Prime 
Minister himself has admitted that it does. In an interview with Dennis 
Shanahan of The Australian newspaper, published on 13 June 1998, Prime 
Minister Howard admitted to “the difficulty of being in government in a 
globalised economy where there is a loss of sovereignty....”. Mr. Howard 
was referring to economic sovereignty, but globalisation extends far beyond 
that. 


There are at least 4 components of national sovereignty, all of which have 
to be demised, or substantially so, for the globalised system to work: 


¢ Political sovereignty: the right of a country to govern its own affairs. 


¢ Legal sovereignty: the right of a country to enact (or not enact) its 
own laws. 


¢ Cultural sovereignty: the right to preserve a common sense of values, 
cultural identity and nationhood. 


¢ Economic sovereignty: the right of a country to determine its own 
economic policies, trading with other countries if and when it chooses. 


Former High Court Judge and Governor General (now sitting on the 
International Court of Justice) Sir Ninian Stephen has confirmed that a loss 
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of political sovereignty is occurring. It is being replaced by a thing called 
‘subsidiarity’, which Sir Ninian describes as “leaving to local, regional and 
national institutions those matters which are best dealt with at those levels”." 
Who will determine what is ‘best dealt with at those levels’? Obviously not 


the Australian people, who will no longer be politically sovereign. 


Sir Ninian Stephen warned that a loss of democracy can be expected as 
well, which he called a ‘democratic deficit’. In place of it the people will 
have to rely on, “[An] environment of concer regarding the democratic 
nature of the decision-making process [which] may...-have a healthy effect 


upon the conduct of the entity [i.e. the particular ‘institution of global 


governance’ ].” Then again it may not. Absolute power, which these ‘entities’ 
will share, has rarely been exercised with ‘concern’. To quote Lord Acton, 
“power corrupts and absolute power corrupts absolutely”. With no measures 


at all in place to protect the people from the abuse of power, ‘global 


governance’ means global tyranny. 


The managing director of the International Monetary Fund (IMF), Michael 
Camdessus, had a different slant on it. At the 1998 Australia Unlimited 
Conference he said that ‘democracy’ in the new global order would not 
necessarily be ‘Western-style democracy’, but rather ‘participatory 
democracy’.'? Participatory democracy was the type of democracy 
practised in Ancient Greece, where the wealthy elites went daily to the 
Acropolis to participate personally in the government. Mr. Camdessus’ 
‘participatory democracy’ will involve the ‘participation’ of the same 
unelected elites who are presently engineering the globalisation process on 
the sly. They will go the ‘institutions of global governance’ and ‘participate’ 
in the ‘governance’. The ‘ordinary’ people will keep quiet and be good little 


‘human resources’, Or else. 


DISMANTLING NATIONS 


This book is mostly about economic * globalisation’, although the other aspects 
are touched on in Chapter 10. However it is a mistake to believe that economic 
sovereignty can be divorced from those other aspects. Economic control is the 
ultimate in political control. As the Communist Leon Trotsky said, when you 
control economics, ‘Who does not obey does not eat.’ 
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‘The terms ‘transnational’ corporation (TNC) and ‘multinational’ corporation (MNC) are 
synonymous. Transnational means ‘operating across nations’ and multinational means 
‘operating in many nations’. 

*Some observers say a previous government had the crime of Treason deleted from the 
statute books: arguably an act of Treason in itself. In any case the people can put it back 
again and make it retroactive. 

‘Speech to the Melbourne Convention 2 March 1998, quoted on Global Web Builders’ 
Australian News of the Day, 5 March 1998, http://www.gwb.com.au/gwb/news/daily.html] 
*Concise Oxford Dictionary. 

*Osborne’s Concise Law Dictionary, Seventh Edition (1983). 

Australian News of the Day: http://www.gwb.com.au 

Parliament of the Commonwealth of Australia, ‘Multilateral Agreement on Investment: 
Interim Report, 14th Report’ Joint Standing Committee on Treaties, May 1998 at pp.vii, 
2. 

SSchNEWS: http://www.cbuzz.co.uk/SchNEWS/thisweek.htm 

*Recent study by the Washington based Institute for Policy Studies; See also News Weekly 
13 June 1998, p.5. 

News Weekly, 13 June 1998, p.5. 

'' Australian News of the Day: http://www.gwb.com.au; 23 January 1998. 

'2Bill Edwards’ figure, National Civic Council. 

'3Susan George, ‘How the Other Half Dies’ (1976). 

‘Bill Edwards, National Civic Council. 

ISBBC’s 7.30 Report, 26/4/95. 

Michael Tanzer, ‘The Sick Society’ (1971), particularly Chapter 3, p.63 et seq. 
'7Alvin Toffler, ‘The Third Wave’, (1980) at p. 335-6. 

'8In his 1994 Earl Page Memorial Trust lecture, reproduced in ‘Quadrant’ magazine, Jan/ 
Feb 1995, at pp.20-24. 

''The Australian Online, 5 May, 1998. 

See Robin Barrow, ‘Athenian Democracy’ (1973), pp.42-45, and 56-57. 
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CHAPTER 2 


THE AUSTRALIAN DISASTER 


In 1972 Australia was in pretty good shape. Between 1953 and 1972 under 
an economic system called a Mixed Economy (a market economy with 
government regulation) economic growth had averaged 5%, unemployment 
1.9%, inflation was 2.5% and under strict control, average real earnings 
were increasing at the rate of 3.6% annually, and interest rates were around 
5%.' The country had one of the highest standards of living in the world. 
Even after the decade of Whitlam welfarism and Fraser seat-warming* that 
followed, Australia still owed only $23 billion, a manageable 9.8% of GDP 
‘n 1982. Then the Labor government of Robert ‘Bob’ Hawke took office. 


Most Australians expected to see a continuation of the Whitlam welfarist 
years: increased government spending on social welfare programmes, 
expansion of the size and role of the public service and bureaucracy, and 
policies designed to ‘buy back the farm’ from foreign ownership, and to 
re-establish Australian control over the nation’s assets. However, between 
Whitlam and Hawke something had happened to Labor. The Party had 
apparently changed its mind about Australia being an independent nation 
with a society built on principles of ‘social justice’. As Michael Pusey 
wrote, to the Whitlam government ‘the system’ had meant the ‘social 
system’, whereas to the incoming Hawke government it meant the ‘economic 
system’.? The economic policy it was about to adopt was called ‘economic 
rationalism’, and economics was about to take precedence over almost 


every other aspect of life. 


This economic policy reversal was not confined to Australia. Britain was 
already in the throes of it. There it was dubbed ‘Thatcherism’. Americans 
too were feeling its pinch. There it was called ‘Reaganomics’. In fact most 
countries throughout the developed world were almost simultaneously 
dismantling all the economic structures they had erected, reversing all the 
economic policies they had pursued, and overturning all the economic 
‘wisdom’ they had expounded during the previous 50 years and adopting 
this policy: ‘economic rationalism’. 
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The previous Fraser conservative government had toyed with the idea of it 
by accelerating the rate of tariff reduction in 1980, and commissioning the 
Campbell Inquiry,‘ the first of many ‘inquiries’ whose ‘findings’ were 
foregone conclusions, justifications in effect for the adoption of economic 
rationalism. The Campbell Report recommended the removal of government 
control over banks, interest rates, and the flow of money into and out of 
the country.” The Fraser government it appears lacked the political will to 
implement the changes. That process began in earnest in 1983. Early in its 
term the Hawke government implemented the recommendations of the 
Campbell Report, floated the dollar, deregulated the financial markets, and 
allowed entry to 16 foreign banks. 


This has meant that since 1983 the major political Parties in Australia have 
had basically the same economic policy, a ‘bipartisan consensus’ they call 
it, which effectively has eliminated any democratic choice Australian voters 
might have.° Economically, Australia had quietly become a one-party state. 


THE NEW BUREAUCRACY 


Under economic rationalism, big government was said to be a thing of the 
past. The Hawke government ‘restructured’ the public service to ‘eliminate 
waste’, ‘streamline the public sector’ make it more ‘lean and strong’. But 
the restructuring went further than that. Changes were made to the sorts 
of people appointed to top jobs in the bureaucracy. Arts graduates with 
welfarist leanings were replaced by people with economics degrees, 
especially in influential departments such as the Treasury. The language of 
the Hawke Labor government became that of ‘efficiency and effectiveness’, 
not ‘social justice’. No sooner was Hawke elected than he was talking 
about ‘cutting government spending’. Australians, particularly traditional 
Labor supporters, were baffled: a socialist government using the language 
of laissez-faire capitalism? What was going on? 


A survey found that bureaucrats implementing economic rationalism showed 
little regard for its social consequences and tended to ignore ethical 
considerations (see the meaning of ‘rationalism’ in Chapter 3). On the other 
hand they seemed to place great faith in mathematical economic models. 
‘The market’ and ‘the economy’ were seen as having a legitimacy in their 
own right, which set them above the culture and the people. ‘The economy’ 
was seen as the main interest, while the interests of the people were 
secondary. There was little debate on what should be done, economic 
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rationalism being seen as providing all the answers. Policy tended to be 
subordinated to the strategic imperatives of macro and micro economic 
management. Democracy came to be viewed as a nuisance, something that 
got in the way of the smooth operation of the economic model. As one 
writer summed it up, the tail that was the economy, now wagged the dog 


that was society.’ 


In short, it appeared as though the government was now serving the interests 
of an abstract economic theory, rather than the interests of the nation, its 
businesses, or its citizens. In fact it was now serving the interests of those 
who benefited from that abstract theory: global big business and finance, 
and the international bankers who finance them. 


THE DEBT TRAP 


The Hawke government embarked on a policy which rapidly escalated 


Australia’s foreign debt. In 1982 Australia owed $23 billion, a manageable 
9.8% of GDP. Within ten years, by 1993, it owed $145 billion, 41.5% of 
GDP. and that under the stewardship of a man lauded by Hawke as ‘the 
’ 8 The government showed no signs of wanting 


world’s greatest treasurer . 
to pay off the debt, in fact quite the opposite. In 1993 with the foreign debt 


standing at $145 billion, the (by then) Keating government spent $42 million 
building a bridge across the Mekong River in Laos, gave $100 million in 
economic aid to Vietnam, spent $100 million on an embassy in Beijing, gave 
$114 million in military aid to Indonesia, $65 million to the ANC in South 
Africa, $12 million for African drought assistance, $370 million to New 


Guinea, and more. 


To get itself elected, the Opposition led by John Howard made an issue of 
the debt. It constructed a ‘Debt Truck’, which it drove all around Australia 
with recorded messages saying how bad foreign debt was for the country. 
Once elected the Howard government appeared to forget all about that. 


In the 1997 budget, with the national debt around $210 billion, the Howard 
government gave away $1.45 billion in foreign aid: $100 million to Indonesia, 
$83 million to Vietnam, $86 million to the Philippines, $28 million to [has land, 
$21 million to India, and $84 million to China. In the last quarter of 1997, 
with no money for Australians (in fact selling public utilities to fill alleged 
‘black holes’ in the budget) the Howard government lent $1.35 billion to 
Thailand, and similar amounts to Indonesia and South Korea ($4 billion in 
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total), to prop up their economies. Around Christmas 1997, the Howard 
government announced it would give another $20 million to China’ to ‘help 
it establish a market economy’. 


On February 18, 1998, the Howard government announced one of its biggest 
ever aid programs to Indonesia: $37 million to improve training of Indonesia’s 
workforce, and $12 million to help it to improve maternal health services. 
In May 1 998 it pledged another $30 million to Indonesia, and $56 million to 
Laos to “improve its health care, education and rural development’. By July 
1998 Australia’s foreign debt was $225 billion, the highest per capita debt 
in the world, resulting in an outflow of $11 billion a year in interest 
payments." 


There is reportedly a money-lender’s principle that ‘the borrower is servant 
to the lender’. If that is the case the Australian government now answers 
to the international bankers, not the Australian electors, when it comes to 
economic policy choices; thus the GST which the people have already 
soundly rejected; thus the ‘bi-partisan consensus’ of the two major Parties; 
thus the shameless propagandism of the major media: the same people who 
hold the mortgage on Australia finance the media moguls in their acquisitions. 
If debt is a trap, Australia is firmly in it, and it has been placed there by 
politicians of both the entrenched Parties. 


It should be added that state and federal governments and their various 
instrumentalities are responsible for only one third of the national debt. 
Private firms borrowing offshore are responsible for the rest.'* But that 
private debt should be lumped in with government debt and called ‘national 
debt’ seems curious, particularly as it is known that Third World governments 
have been forced to accept responsibility for foreign bank debts incurred 
by private companies in their countries.” 


DEREGULATION 


Economic rationalism is supposed to be free market economic theory risen 
from the dead, and according to that, so the ‘experts’ say, government 
regulation of the marketplace has to be abolished: the market has to be 
‘deregulated’. Genuine free market theory says nothing of the sort (see 
Chapter 3). However, supposedly implementing free market principles 
successive Australian governments have set about doing the following: 
reducing the size of government, abolishing government controls over the 
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marketplace including limits on foreign ownership of Australian business 
and resources, reducing government spending on welfare and education, 
selling government-run publicly-owned enterprises and public utilities to 
private (international) interests, deregulating the labour market, destroying 
the power of unions, abolishing central wage fixing, floating the currency, 
and removing controls over the entry of foreign banks and the free flow of 


money in and out of the country. 


The programme involved also the signing of treaties and other agreements 
at the United Nations and OECD which handed over Australia’s right to 
own economy, its right to protect where required Australian 
through tariffs and import quotas and to provide incentives to 
It involved honouring the Lima Declaration whereby 
the government agreed to give preferential treatment to imports from Third 
World countries, even if that meant sacrificing home industries. It meant 
being prepared to make Australian workers to compete for jobs with Asian 
and Third World workers in a ‘deregulated’ global labour market. This in 
turn meant being prepared to see the wages and working conditions of 
Australians reduced to the levels of the country’s competitors." 


control its 
industries 
Australian exporters. 


t would involve signing agreements like the Financial Services 
SIA) which signed away Australia’s night to prevent 
ustralian banks, and the Multilateral Agreement on 
h would sign away the right to prevent, regulate or 
ties of TNCs and global investors 


Ultimately 1 
Industry Agreement (F 
foreign takeovers of A 


Investment (MAI) whic 
control in any way (that is the aim) the activi 


engaged in exploiting the country and its people. 


All this was accompanied by slogans: Australia had to become ‘more 
n a changing world’. There would be ‘short term pain’, but 
‘ong term gain’, and ‘no pain, no gain’. The Australian newspaper described 
what to expect in an editorial the day after the (by then) Keating government 
committed the country to the Asia Pacific Economic Community (APEC). 
There would be ‘adjustments’ (industrial, cultural, and economic), 
‘rationalisations’ of whole industries, job losses, ‘social dislocation’ as 
unemployment forced families to ‘relocate’. People were to be ‘retrained’, 
impediments to ‘growth and competitiveness’ were to be ‘removed, 
‘community sacrifices’ would be required. '5 (Note the reference to ‘cultural 


adjustment’: see Chapter 10]. 


competitive 1 
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This meant the Australian people were to be pushed and shoved around in 
their own country by their own government to make the world conform to 
an economic model which better suited the profit objectives of global Capital, 
In return it was promised that it would be ‘ good for Australia’: there would 
be economic growth, job creation, rising living standards, lower prices and 
greater Consumer choice. It was all pie in the sky.'® Apart from a bit of so- 


called ‘economic growth’ and a few marginally cheaper consumer goods, 
the very opposite has occurred. 


In the meantime the Australian government has assisted global interests to 
take over ownership and control of the country’s economy. What had once 
been a national economy has progressively been dismantled and converted 
into a tributary of a global economy, while Australia is being transformed 
rapidly from an independent self-governing nation into a place on the map 
which global Capital can feel free to exploit at will. 


FINANCIAL DEREGULATION 


In December 1983 the Hawke government (treasurer Keating) floated the 
Australian dollar and abolished controls on the movement of money into 
and out of the country.'’ Thereafter the value of the Australian dollar was 
to be determined not by the Australian government, not by the Treasury or 
the Reserve bank, but by the global money market, 95% of the activity of 
which is speculation: global gambling. The media even refer to participants 
as ‘players’. These ‘players’ now determine the value of the Australian 
dollar. 


Then the fiction was created that the value of the floated dollar was a 
neutral barometer of national economic policy. This meant the global 
gamblers not only pronounced on the value of Australia’s currency, they 
passed judgment on the government’s economic policies as well. Wayne 
Ellwood, writing in The New Internationalist of August 1993 put it this 
way: “Finance ministers from Delhi to Canberra tremble as Wall Street 
bond rating agencies announce their verdicts....Social programmes are cul 
to please money managers in Tokyo, London and New York who have a 
constitutional antipathy to budget deficits.”””® 


Australia’s economic policy is now fashioned to please the global money 


markets rather than the Australian people. If the speculators dislike wn 
they hear they can ‘dump’ the currency and cause It to lose 10-20% of its 
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value in a few minutes of trading. ‘Runs’ on a currency can be conducted 
on a massive scale and with a speed only electronic trading makes possible. 
By selling big, speculators can drive down its value for their own benefit, 
buying in again when the currency bottoms out. In a small exchange market 
like Australia the process is much easier. Not as much currency needs to 
be sold to bring about the effect. Australia is a potential sitting duck for the 


‘players’. 


The ‘deregulation’ itself is only a half-truth, a ‘partial float’. The Reserve 
Bank has to intervene repeatedly in the money market to buy Australian 
dollars, creating false market signals in a bid to prevent the value going 
through the floor for reasons quite unrelated to Australia, or the health of 
its economy. The implications of this are considered in Chapter 4. 


CORPORATE SELLOFF 


As the Hawke government abandoned restrictions on foreign ownership 
Australia’s corporate sector was bought up by foreign transnational 
corporations (TNCs) and foreign investors. This was policy. The role of 
the Foreign Investment Review Board (FIRB) was changed from monitoring 
foreign ownership of Australian business, to promoting it.'!? Almost all of 
Australia’s big business is now owned by foreign TNCs and investors. 


The foreign ownership levels of major industries are as follows: processed 
food 95%, motor vehicles 100%, chemicals 98%, pharmaceuticals 100%, 
mining and minerals 97%, electrical 98%, banking 86% (and rising fast), 
confectionary and beverages 84%, manufacturing 57%, insurance 82%, 
building materials 88%, hotels, major and resort 75% and oil and gas 92%." 
Of Australia’s entire corporate sector (all business other than partnerships 
and sole operators), foreign ownership is now somewhere between 60- 
80%. The equivalent figures for other countries are: UK - 10.5%, USA - 


10.3%, Japan 2.1%, EU - 3.5%. 


Information issued by the Australian Owned Companies Association lists 
28 Australian brands or companies which had become partly or completely 
foreign owned prior to 1983 and more than 300 since. These include names 
like Ampol (USA), Arnott’s Biscuits (USA), AV Jennings Homes (Hong 
Kong), Australian Meat Holdings (USA), Birds Eye frozen food (USA), 
Billy Tea (UK), Bundaberg Sugar (UK), Bundaberg Rum (UK)....and the list 
goes on. Also foreign owned are: all major advertising agencies except 2, a 
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large number of commercial and tourist properties and fun parks, the Majority 
of 4 and 5 star hotels, all major insurance brokers and many larger ruraj 


properties. Over 120 separate funeral services businesses have been bought 
by two US ‘death care’ companies since 1993.7! 


As the Same materials point out, once an Australian company becomes 
foreign owned, decisions concerning it are made elsewhere, and possibly 
to the detriment of Australians. Most foreign owned companies in Australia 
have geographical, production, technical or other restrictions imposed on 
them by their parent company. This means the Australian subsidiary is not 
free to export, buy better, expand, or even continue operating here, which 
has serious implications for the employment of Australians. 


Other sources report that with up to 40% of shares in companies listed on 
the Australian Stock Exchange now in the hands of foreign investors, 
dividends are flooding out of the country increasing the national debt. This 
will be exacerbated as foreign firms buy up public utilities. Australia is 
now the most transnationally owned and exploited country in the developed 


world, a situation which has been brought about by the deliberate policies 
of its own successive federal governments. 


TAX AVOIDANCE AND THE GST 


For whatever reason, the federal government elects not to tax profits made 
by TNCs and foreign investors in Australia. According to a ‘double taxation 
agreement’, if they pay taxes in their country of origin, their profits are not 
taxed here. Their country of origin for tax purposes is likely to be the 
Cayman Islands or some other tax haven. The Australian government could 


tax them. Other countries do: in Japan TNCs reportedly pay 52% tax on 
profit. 


Australian ‘mums and dads’ taxpayers currently pay 91% of the country’s 
tax. Of the total tax take of about $150 billion in the 1995-6 tax year, 
company tax amounted to a mere $12 billion (about 8% of the total), and 
19% of that was paid by small/medium sized Australian-owned business. 
Private taxpayers paid the rest in personal income tax, sales taxes and excise. 
Foreign-owned big business paid $3 billion: 2% of the total.” 


An article in The Sun Herald 26 October 1997 stated: “Foreign investors, 
including the owners of the US food giants Kraft and Campbell’s are paying 
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on average | .2% tax on Australian profits of $12.8 billion a year. With 60% 
of Australia’s economy now owned or controlled by foreigners [see 
footnote]** the tax office is estimated to be losing at least $2 billion a year 
through tax concessions to foreign owners. Profits flowing to foreign 
investors in Australian companies have risen from $900 million in 1986 to 
$12.8 billion in 1997, including $11.6 billion in dividends. But in 1995-96, 
foreign investors paid just $153 million in withholding tax...1.2% of total 
dividends. The Australian-Owned Companies Association says the low tax 
paid by foreign investors amounts to a subsidy of $2.2 billion a year.” 


If taxes cannot be avoided under the ‘double taxation’ agreement, there are 
other means available. Profits can be artificially reduced by various devices, 
including transfer pricing, which involves juggling the prices charged for 
sales of goods and services between subsidiaries of the same TNC to 
artificially minimise profits in high-tax countries and maximise profits in 
tax havens. News Weekly reports that “By 1995-6 foreign owned firms in 
Australia were repatriating a net $7.6 billion in profits annually, and this 
amount is rising substantially each year because of the rapid sale of Australian 
assets.’25 The same source stated that “60% of TNCs operating in Australia 
pay no tax and the remainder hardly pay any. Yet the Federal Government 
is congratulating itself for delivering a budget surplus without attributing it 
to [tax] bracket creep and asset sales [like Telstra].” 


Because Australian business is taxed it cannot compete. Australia’s large 
businesses either have to move offshore and become TNCs themselves 
(like BHP), allow themselves to be bought up by TNCs (like Arnott’s 
Biscuits), or simply close down (like Rundells of Newcastle). Meanwhile 
the TNCs who now own 90% of Australia’s big business sector boast 
record profits and record sackings in the same press release. Both 


announcements boost the price of their shares. 


At the same time the government with the cooperation of the media insists 
the Australian people must have a GST so ‘everybody will pay their fair 
share of tax’. The GST was soundly endorsed by the managing director of 
the International Monetary Fund (IMF) Michael Camdessus at the Australia 
Unlimited conference in May 1998, confirming that the international bankers 
want it. Big business immediately announced a multi-million dollar campaign 
to ‘sell’ the GST, confirming that big business wants it, and why not? It 
taxes the people, not big business. On the other hand alternatives like the 
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Debit Tax, or the Tobin Tax which would tax big business and investors, 
are simply declared not to be options.”® 


THE COMPETITION MYTH 


Deregulation was said to be necessary to make all business ‘more 
competitive’, but that has proved simply to be a lie. While smalJ/medium- 
sized Australian-owned businesses have to survive without subsidies, tariffs. 
and government assistance, foreign-owned big business has been lining up 


for and receiving precisely those things, paid for by Australian taxpayers 
(see Chapter 4). 


PRIVATISATION 


Economic rationalism demands the progressive sale (‘privatisation’) of 
Australia’s public assets and utilities to TNCs and investors. The policy 
was given the name ‘National Competition Policy’, and was spelled out in 
a document called ‘The Hilmer Report’.*’ The policy demands that all 
publicly-owned assets and utilities be sold to TNCs or syndicates of foreign 
investors including water supplies, electricity supplies, airports, the 
Commonwealth Bank, Qantas, the Transcontinental (Ghan) Railway, Telstra, 
Australia Post, the Snowy Mountains Scheme, all have to be sold. The only 
restriction seems to be that they not be sold to Australian consortiums, no 
matter how attractive the bid. 


The Hilmer Report fails to provide any convincing Justification, economic 
or social, for the privatisation of Australia’s government-run assets or public 
utilities, while genuine free market economic theory requires that they remain 
the province of government. The assets have to be sold, according to the 
Hilmer Report, because it is the “worldwide trend’. That “worldwide trend’ 
is globalisation. The real goal of ‘privatisation’ is to achieve precisely what 
the policy is achieving: the transfer of all economic assets of any significance 
located in Australia, including public assets and utilities, out of the ownership 
and control of Australian nationals and into the hands of international 
corporations and investors. There is to be no Australian-owned national 
economy, and the fraudulent policy of ‘privatisation’ is one of the ways the 
Australian government can assist the engineers of ‘globalisation’ to achieve 
that goal (see Chapter 5). 
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‘RISING LIVING STANDARDS’ 


Far from ‘raising living standards’ as the Hilmer Report promised, economic 
rationalism is lowering them. A Melbourne University study released by the 
Governor-General early in March 1998 found that 5.5 million Australians 
(30% of the population) now live below the official poverty line. 


The Australian media during July 1998 tried to sell the public the idea that 
the decline in living standards was imaginary, that the ‘average wage’ was 
still $712 per week, $35,000/year. The claim was absolutely false. The 
figure quoted was the average wage for full time adult work. By then | in 
4 jobs (26%) had been downgraded to part-time, and a part-time ‘job’ 
could be as little as one hour’s work per week. The average wage for part- 
time work was $420/week which, when factored in, meant the real average 
wage across the board was closer to $598/week.”® Even that is too high, 
because not all full-time work is paid at the adult rate. In truth the average 
wage in Australia in July 1998 was something less than $30,000/year and 


falling. For more, see Chapter 6. 


The living standards Australians do enjoy have been propped up with 
borrowed money, $225 billion of it. In November 1995 the influential English 
political weekly, the London “Economist”, described Australia as a “Third 
World country with a First World standard of living’, and predicted that an 
economic collapse like the one seen recently in Mexico was inevitable before 


too long.” 
‘INCREASED EMPLOYMENT?’ 


The Hilmer Report promised ‘increased employment opportunities for the 
community as a whole’. The opposite has been the case. The Australian 
Bureau of Statistics (ABS) admitted during 1997 that the true demand for 
work is much higher than the official government statistics claimed. It 
estimated that against an official unemployment figure of 800,300, the 
number of Australians unemployed and wanting to work, or employed and 
wanting more work was almost 2.5 million, which is 25% if there really are 
10 million in the workforce. [There has been a more recent figure estimating 
real unemployment at 19%. Either way the figure is much higher than the 


official 8%]. 
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According to a special report by the Sydney Morning Herald, in the }2 
years 1985-1997 (the era of economic rationalism) 3.3 million Australian 
workers had been retrenched and forced to find replacement jobs, in what 
was described as a ‘massive downsizing of the nation’s workplace’. Those 
figures give no hint as to the social costs of such disruption. Now of a total 
of only 8.4 million available jobs, only 6.3 million are full time, the rest 
(26%) are casual or part-time, and that proportion is increasing. Net growth 
in full-time employment in the 1990s has been zero, due to job destruction 
by (now foreign-owned) big business and government.” 


Long term unemployment is also increasing. In December 1997 the 
Australian Bureau of Statistics found that 33.6% of unemployed people had 
been out of a job for more than 12 months, and that figure had increased 
from 30% eighteen months previously.*! The problem is not confined to 
‘blue collar’ work. The jobless rate of graduates from various universities 
ranges from 14.2% to 36.1%. Excluding computer science graduates, 34% 


of those with a basic science degree were still seeking work 5 months after 
graduating.” 


JOB DESTRUCTION 


The promise that TNCs and foreign investment will ‘create much needed 
jobs’ has also proved to be false. Between 1990-95 Shell had shed almost 
2,000 jobs, Telstra plans to ‘cull’ 22,000 (now 25,500 since ‘privatisation ), 
the Commonwealth Public Service will be cut by 27,000 permanent positions 
by the mid-1998, the number of public sector employees in NSW has fallen 
by 90,000 since May 1991, BHP (now a TNC) will sack 2,500 when it 
closes its Newcastle plant, and another, 800 at Port Kembla.” 


The four major banks have eliminated 30,000 full-time jobs since 1991, 
and are expected to eliminate a further 60,000 by 2005. On December 27, 
1997, it was reported that the financial services industry had reduced 
employment by more than 10 per cent over the past 5 years, despite the 
sector’s burgeoning growth. The finance sector had pared its workforce 
by 16% since 1991. The insurance workforce had been cut by 35% in this 
period, despite the managed funds industry’s ‘spectacular growth’. On 
January 21, 1998, it was announced that National Mutual and MLC would 
merge, targeting cost reductions of $200 million a year over 3 years by 
removing overlapping functions and through staff cuts’. 
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Big business and government (soon to be ‘privatised’) are shedding about 
300,000 full-time jobs a year, or about 500,000 when part-time work is 
included, according to the Herald report. If challenged about the jobless the 
federal government invariably points to ‘job creation’ over previous months. 
But since big business and government are net job destroyers, any net ‘job 
creation’ is coming from the small business sector, the very sector threatened 
by economic rationalism. 


‘CULLINGS’ UPDATES 


The Australian newspaper of 27 June 1998 reported that BHP made a loss 
($1.47 billion) for only the second time in its 113 year history. In a bid to 
get itself out of trouble it planned to sell assets worth $5 billion, but had 
already taken the ‘responsible step’ of slashing 5000 jobs. The Australian, 
3 August, 1998, reported that the Westpac Bank had ‘culled’ about 1000 
staff in 1997-98. The previous week the Commonwealth Bank had 
announced it would ‘retrench’ 2000 staff (about 6% of its workforce) 
over the next 2 years. The National Australia Bank and the ANZ Bank have 
also “instigated aggressive job cutting programmes”. The Australian, 6 
August 1998: “A massive 626 redundancies will flow from the Australian 
waterfront workforce within weeks after warring parties reached a historic 


deal.....” 


THE SOLUTION: FREE TRADE ZONES 


According to economic rationalism and ‘free trade’ theory the solution to 
unemployment is foreign investment, but to attract it Australia has to compete 
with other countries in the region. Managing director of the International 
Monetary fund (IMF) Michael Camdessus confirmed that at the Australia 
Unlimited conference in mid-1998. “In the globalised economy’, he said, 
“wage rates and labour-market practices cannot be insulated from market 
conditions.”24 Australian workers will be expected to compete in a 
deregulated global labour market with Third World countries, T hailand, 
Indonesia, the Philippines, Mexico, and Central America. 


Competition will ensure that capital gravitates to the country which 
guarantees the best deal for the investors: lowest labour rates and working 
conditions, suppression of unions, minimum safety and environmental 
standards, tax-free profits, and maximum inducements. The country 
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prepared to allow its citizens to be degraded and exploited most will ‘win’ 
the foreign investment. For the people, this will be a race to the bottom. 
Transnationals are already exploiting child labour throughout Asia (see 


Chapter 9). It couldn’t happen here? Child labour 1s now being exploited in 
sweatshops in Brisbane (see Chapter 4). 


Following BHP’s announcement that it would close its Newcastle stee| 
plant Prime Minister Howard announced what the media hailed as a ‘radical 
new proposal’, the answer to Australia’s looming unemployment crisis: 
Free Trade Zones. They are neither radical nor new. The Third World has 
had them for more than a decade. They are notorious worldwide for being 
little more than slave labour compounds (see Chapter 9), 


‘IMPROVED CONSUMER CHOICE’ 


Economic rationalists claim that ‘competition’ leads to ‘improved consumer 
choice and customer service’. At the very most that is 20% true. In practice 
consumer choice increases for about 20% of consumers: the most profitable 
customers. Of the other 80%, the middle 60% have to put up with reduced 
choice and increased charges, while the bottom 20% run the risk of having 
no choice or service at all. This situation is assisted by the proven tendency 
of economic rationalism to concentrate wealth in the top 20% of the 
population to the detriment of the rest (see Chapter 6);> 


This is why, for example, the last bank branch in the Shire of Kilkivan, 
Queensland, is to close, leaving only a credit union facility, to service the 
entire Shire.° Banks now regard themselves as resource institutions for 
medium to large ‘investors’. They do not want to know about small depositors 
who are unprofitable. In September 1997 it was reported that “the Federal 
Government’s approving stance on the Wallis proposals (okaying bank 
acquisitions and mergers) yesterday received sweeping endorsement from 
a broad array of banks and other financial system ‘players’. Australian 
Bankers Association executive director Mark Addis said the measures would 
unwind cross-subsidisation between bank products and allow the banks to 
recover costs on a transparent basis. However he warned that new bank 
fees and charges were an ‘inevitable part’ of this process.””*’ 


Economic rationalist ‘competition’ does not lead to better consumer choice 
or service for the community as a whole. It leads to cutbacks and price 
hikes for the majority in order to provide more and better services to the 
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best-paying minority. It’s a form of reverse cross-subsidisation. Instead of 
the wealthy subsidising the poor, the poor subsidise the wealthy. For more 
evidence, see Chapter 6. 


PROFITS NOT PEOPLE 


In Chapter 3 it will be explained that ‘economic rationalism’ is a policy 
which deliberately disregards the hardships it inflicts on people. When the 
National Australia Bank announced its intention to cut an estimated 4000 
Australian jobs and close scores of branches, the bank’s managing director, 
Don Argus dismissed as ‘emotional issues’ the effects on jobs and bank 
branches.** Not surprisingly such a policy has the potential to cause 
widespread social problems and to wreck families and individual lives. Here 
is a recent example of the ‘policy’ in action, a taste of the future in the 
‘globalised’ economy. 


In the mining town of Cobar, far western New South Wales, a Ghana- 
based TNC gold mining company (which reportedly made a $60 million 
profit in 1997) shut the gates on Cobar’s main employer, the CSA mine 
because copper prices fell. Two hundred and seventy miners and others 
were immediately thrown out of work, still owed more than $10 million in 
wages, leave and retrenchment pay. Local businesses and contractors were 
owed $6 million in unpaid bills. The Charles Sturt University Regional 
Economics Research Unit placed the total loss of jobs in Cobar and 
Surrounding regions at 1448. 


Up to 100 families had to leave town, some after 20 years of residence, 
while dozens of husbands and fathers had to leave their families to take up 
jobs in mines, abattoirs and stations as far away as Western Australia, 
some after as many as 49 unsuccessful job applications. Locals reported 
that the forced separations were resulting in marriage breakdowns, increased 
domestic violence and an upsurge of juvenile crime.*? 


DESTRUCTION OF THE FARMING SECTOR 


Sixty percent of the Australian-owned farming sector has been wiped out. 
In 1960 there were 300,000 farms, there are now closer to 100,000. In 
1997 the remaining farmers were quitting the land at the rate of 35 per 
week.® Of the remainder, 80% are in debt, owing $18 billion to banks in 
mid-1996, an average of $133,000 per farm. 
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Farms are now 30% bigger than they used to be, but employ 30% less 
people. In 1947, 31% of Australians lived in the country, now less than 
12% do (see Chapter 8), and the number is declining so rapidly that country 
towns are losing essential services and businesses are closing. This has 
been the result of policy. Successive governments were quite open about it: 


they told the farmers to ‘get big or get out’. So the farmers did. They got 
big (or tried), and then they got out. 


As aresult of agreements like the Lima Declaration, the government watches 
now as Australian fruit growers bulldoze orange trees, and the country 
imports orange juice from Brazil. The Lima Declaration, adopted by the 
Whitlam government in 1975, bound governments of the developed countries 
to send technology, money and even whole industries to Third World 
countries which needed development. They also agreed to remove tariffs 
and other restrictions on imports from those countries even if it meant 
destroying their own country’s producers to do it.*! The concept might 
conjure up thoughts of helping poor peasant farmers in the Third World, 
but the orange juice destroying Australian producers is grown by TNCs on 
land cleared by bulldozing Amazonian rainforest and employing dispossessed 
Brazilian peasant farmers at slave labour rates. 


The Australian government’s response has been to put up a $500 million 
taxpayer funded aid package not to halt the trend, but to help Australian 
farmers leave the land. There will be no reconstruction. The destruction is 
deliberate, it is policy. Transnational agribusiness corporations and investors, 
not Australian nationals, are to own and control the country’s rural sector. 
That’s globalisation, see chapter 8. 


DESTROYING THE ENVIRONMENT 


The new phony version of ‘free trade’ (see Chapter 9) in the © globalised’ 
economy requires that countries produce for export, and import what they 
need for local consumption, a policy which obviously secures on-going 
profits for those who make $ billions out of international speculation and 
trade. A prime example is provided by India which in 1996 exported 2 
million tonnes of wheat, and then imported 2 million tonnes of wheat for 
local consumption.” 


The continual drive for ‘export growth’ has necessitated the increased use 
of high yield variety (HYV) crops, which in turn require large amounts of 
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water, Chemical fertilisers, pesticides and herbicides to perform to 
expectations. These, along with practices of overstocking and overgrazing 
to maximise land exploitation, are causing environmental damage which 
may well be irreversible.“ Environmentalists invariably blame ‘man’ for 
the resultant environmental damage, instead of laying the blame where it 
belongs: with TNC agribusiness and the policy of economic globalisation. 
When it comes to cleaning up the mess, taxpayers will foot the bill (see 


Chapter 8). 
WHAT FUTURE? 


Australian manufacturing has suffered the largest decline in output of any 
OECD country. It now has the smallest manufacturing sector relative to 
the size of its economy of any OECD nation except Greece. It declined 
from 24.8% of GDP in 1973, to 14.3% in 1994, wiping out 420,000 jobs in 
20 years.“ Suffering along with this decline have been trade apprenticeships, 


once a Viable option for young people. 


TNC-owned big business wants no part of apprenticeships. Between 1989 
and 1994, the number of apprentices in Australia fell by 30,000.*° 
Apprenticeships have been declining for 15 years to the point where they 
are now not only the lowest they have ever been, but they are the second 
lowest of all the OECD countries. Governments cannot fix the problem 
because they are part of it. Apprenticeships in electricity, water, sewerage 


and rail authorities have all been cut back as governments ‘downsize’ them 


in preparation for ‘privatisation . 


Not surprisingly many young Australians are becoming despondent about 
the future. 25-30%, and in some places 40% of young people cannot even 
get into the workforce. The country now has the next highest youth Suicide 
rate in the world to New Zealand, another economic rationalist ‘success’ 
story (see Chapter 6). People over 50 are now not faring much better. 
They are not wanted in the workforce, regardless of their qualifications or 
experience, and because of society’s economic rationalist priorities if they 
are not economically viable, they are not socially desirable. 


CONTINUING ‘CONSENSUS’ 


Australian Labor remains unrepentant, despite the humiliating 1996 electoral 
defeat of the Keating government, and refuses to provide Australian voters 
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with any real alternative to the Coalition government’s economic policies, 
The Sydney Morning Herald, April 29, 1996 reported Labor leader Kim 
Beasley as stating that the basic direction of economic policy adopted by 
the Hawke and Keating governments had been right, and that Labor should 
not consider fundamental change of policy direction.” 


HANDING OVER THE ECONOMY 


To ‘globalise’ their countries economically, governments have to deliberately 
dismantle their own national economies, and turn over their country’s 
major industries and economic assets to international ownership and control. 
Obviously no government would be elected on such a platform if it was 
pursued openly, So it has to be achieved by appearing to implement certain 
economic policies which it is claimed will be ‘ good for the country and the 
world’ even though results invariably prove otherwise. With the assistance 
of morally corrupt media (and the Australian media now lead the world in 
that regard) the globalisation programme proceeds behind a screen of half- 
truths and outright lies, at least until it is too late for the people to rally and 
reverse the process. 


To dismantle national economies two false theories are being employed: (1) 
a phony version of ‘free market’ economic theory, called ‘economic 
rationalism’, in the domestic economy, and (2) a phony version of ‘free 
trade’ in the global economy. 
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CHAPTER 3 


ECONOMIC RATIONALISM 


THE MEANING OF ‘RATIONAL’ 


The word ‘rational’ ordinarily means, ‘sane, sensible, not foolish, absurd 
or extreme’. In combination with ‘economic’ as “economic rationalism’ it 
means something else entirely. Paul Ormerod describes the appropriation 
of the word ‘rational’ to economic rationalism as ‘a propaganda coup of 
the highest order. It carries with it the implication that any criticisms of 
economic rationalism, or any alternatives put forward, are by definition 


“rrational’....stupid.' 


The ‘rational’ in economic rationalism 1s borrowed from philosophy where 
it means ‘guided by reason and not emotions’. The term ‘emotions’, 
however, covers a wide field and includes things like ‘consideration for 
people’, and ethics (morals)....rules of civilised behaviour. To the economic 
rationalist, these things are regarded as ‘non-rational’ and have no place in 
determining economic policy. ‘Rational’ means ‘without regard for people 


and the effects of economic policy upon them’. 


To the economic rationalist, people have no function other than as adjuncts 
to the economic system, as labour or consumers, ‘resources’ that help 
generate profit. Economic rationalism puts profits above people. It also 
regards the purpose of the economic system as serving the interests, not of 
the world’s people, but of international big business and investors, and the 
international bankers that finance them. 


‘RATIONALISM’ AND BIG BUSINESS 


The term ‘rational’ has long been associated with big business. Big business 
applied it to ‘scientific management’ in the late nineteenth century. Scientific 
management (sometimes called Taylorism after its originator, the American 
Frederick Winslow Taylor),* broke down jobs previously performed by 
one skilled worker into steps, each of which could be performed repetitively 
by an unskilled worker: the production line principle. Skill was employed 
only at key points where it was needed. This de-skilled and dehumanised 
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the work, and was known as the ‘rationalisation’ of work: taking the ‘human 
factor out of the work. The job was organised to suit the purposes of the 
business and profit, not the worker who did it. If one worker left it was 


easy to train another to replace them: management had analysed the skills 
of the job and developed training manuals. 


Big business came to regard people as ‘human resources’, another aspect 
of the production process like raw materials and packaging. Personnel 
departments were created and psychologists employed who spoke of ‘job 
satisfaction’ and ‘job enrichment’, but they were largely public relations 
exercises designed to show that the firm ‘cared about its workers’. Their 
real function it was to devise ways to make the workers ‘feel better’ about 
the ‘rationalised’ job situation, but still the worker was fashioned to suit the 
job, the corporation and the profit objective, not the other way round. 


It was from this tradition that the word ‘rationalise’ came into being, meaning 
‘to make more rational’. The Concise Oxford Dictionary defines ‘rationalise’ 
as ‘to reform (an industry) by eliminating waste in labour time and materials’. 
The Herron Pocket Dictionary defines it as ‘to increase the efficiency of 
(e.g. an industry) by more effective organisation’. 


BUREAUCRACIES AND ‘RATIONAL’ 


The German economist and socioiogist Max Weber (1846-1920) used the 
word ‘rational’ also to describe the behaviour of large organisations which 
he called ‘bureaucracies’. The large organisation (private or government) 
had objectives, a hierarchical structure, distinct areas of authority, rules 
and regulations as to how things were to be done, administration based on 
written documents, and it was run by trained full-time officials who had no 
personal stake in it other than as a job. Weber described the goals of 
bureaucracies as ‘rational’ in the sense that they were quite independent of 
the personal goals of the people who worked in them. The bureaucracy, 
“(Eliminates] from official business, love, hatred, and all purely personal, 


irrational, and emotional elements which escape calculation”.’ [Emphasis 
added]. 


In short ‘rational’ means without regard for human beings, and economic 
rationalism is the policy that in the making of economic decisions, their 
effect on people, or the community at large, is not a ‘rational’ consideration. 
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Here are two examples of the policy in action: 


e The Hilmer Report, a tool of economic rationalism in Australia states, at 
p.99: ‘.... in determining questions of public benefit, primary emphasis 
should be placed on economic efficiency considerations’. 


e Inthe interests of ‘rationalisation’ one of Australia’s foreign-owned 
major banks, National Australia Bank, is to cut an estimated 4000 
Australian jobs and close scores of branches. The bank’s managing 
director, Don Argus dismissed as ‘emotional issues’ the effects on jobs 


and bank branches.* 


The underlying assumption of economic rationalism is that people exist to 
serve the economic system, not the other way round. The tail that is the 


economy, wags the dog that is society. 
PROFIT AS AN END IN ITSELF 


Max Weber identified the Capitalist as having one central motivation: the 
continual accumulation of profit as an end in itself. That is the reverse of 
the traditional human value system, which regards money as a means to an 
end: living life. Beyond a certain point most people favour increased leisure, 
time to live, over increased profit or wages. To the monopoly capitalist 
however, work and money are ends in themselves. 


Weber concluded that while Capitalism claimed to be a ‘rational’ system, it 
was in fact motivated by an irrational drive: to accumulate more and more, 
forever. It elevated the mundane task of earning a living to the level of a 
religion, and it was for this reason that Weber thought he had found its 
origins in Calvinism. Thus he called it the Protestant Work Ethic. 


AMORAL ECONOMICS 


Excluded with so-called ‘non-rational’ factors from the economic equation 
are things called morals, or ethics, behavioural rules which determine how 
people should treat each other in a civilised society. By excluding these 
economic rationalism exempts itself from having to be moral. Economic 
rationalism is ‘amoral’ (without morals) economics. 
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Accordingly the economic rationalist regards as ‘good’ any behaviour that 
makes a profit, regardless of the consequences for the human race or the 
environment. In the case of the monopoly capitalist, the compulsion to 
control the entire market creates a kind of obsessive state: ‘if we don't do 
it, somebody else might, and then they would control the market’. 
Accordingly, anything that can be done, will be done, if there is profit in it. 
As Weber said, the capitalist has no choice, ‘an individual capitalistic 
enterprise which did not take advantage of its opportunities for profit-making 
would be doomed to extinction.’® In other words, the name of the game is 
not only ‘profit or perish, but profit even if we all perish!’ 


The spirit of monopoly Capitalism was captured by Richard Condon in a 
book ‘A Trembling Upon Rome’, about Baldassare Cossa, a pirate who 
became Pope John XXIII during the Middle Ages (long before the actual 
era of Capitalism): 


“Cossa, who was exactly like his father, could never see anything 
wrong in anything which produced money. If, for example, 2000 
people lived in a forest which grew many hundreds of kinds of 
medicinal plants of benefit to mankind, and if the forest contained 
dozens of animals and maybe insects which were the only food for 
those people, and Cossa or his father had a good money offer for 
the wood, they would cut down the entire forest immediately and 
feel it had been a good transaction. They knew instinctively that one 
of the things about a lot of money is that it eliminates moral nagging 
instantly. They were just as direct about the pursuit of power.” 


THE REAL FREE MARKET ECONOMICS 


Economic rationalism is strictly an economic policy, an approach to economic 
decision making which disregards the effects of those decisions on people. 
It is not itself an economic theory. The theory it claims to implement 1s free 
market theory. That claim is fraudulent. As will be shown, it 1s not and 
cannot be genuine free market theory that is involved. What is involved 1s a 
bastardised version which just happens to help global big business and 
finance take over ownership of national assets and control of national 
economies. In other words it is a phony theory which acts as a tool assisting 
the process of economic globalisation. 
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BACKGROUND 


Business, in the form of small/medium sized entrepreneurial business (the 
person who owns the business runs the business) has been around since 
the Neolithic (new stone age) revolution around 8000 BC. At that time 
certain human societies around present day Iraq ceased to rely on hunting 
and gathering for survival and turned to agriculture and the herding of 
animals. The increased productivity this brought about led to the production 
of surpluses which were traded with neighbouring peoples. Apart from 
those engaged in agriculture, some individuals became artisans and craftsmen 
who specialised in the manufacture of tools and equipment, which they 
then traded for other goods. Others became traders. 


Throughout human history that was the sort of business. Even up to and 
including the Industrial Revolution (1759-1850 in England), business was 
small/medium sized, largely run by the people who owned it, and financed 
mainly with their own money.* As the industrial revolution progressed, 
many entrepreneurial businesses became large, but they did not become 
‘big business’. Big business is not large business but a different species 
altogether. There is no natural progression from small, to medium, to big 
business. Big business is as much a device for owning and controlling 
productive businesses as it is a form of business in its own right. 


What is now called ‘big business’ began during the 1860s in America, 
mainly in the railroad building industry, and the associated industries which 
supplied materials for the railroads.’ Big business was owned by shareholders 
who bought shares in the company on the stock market. Mostly they had 
nothing to do with the running of the business, their sole interest being to 
own it in order to make a profit on their investment. 


Normally these new ‘Capitalists’ bought their shares with credit extended 
by banks. Using one’s own money is not good business practice: it might 
be lost if the business goes bad. Operating on credit meant Capitalists had 
to drive relentlessly for profits to repay the debts and interest or they were 
ruined. This added an extra touch of ruthlessness to their business practices. 
Their aim was to wipe out competition by buying up or driving out 
competitors, and to gain control of markets through monopoly, a process 
which could be helped by gaining control of governments. This was 
‘monopoly Capitalism’, and it has to be distinguished from the previous 
‘competitive capitalism’ which had existed since Neolithic times. Big business 
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talks ‘competition’, but will not submit itself to it. So far as big business ; 
concerned, competition is to be used to wipe out competitors. After that 
competition itself must be eliminated. Early capitalist John D. Rockefeller} 
is reputed to have said, “Competition is a sin!’”! 


American journalist Gary Allen put it this way: 


‘A distinction must be drawn between competitive free enterprise, 
the most moral and productive system ever devised, and carte] 
capitalism dominated by industrial monopolists and international 
bankers. The difference is crucial: the private enterpriser operates 
by offering products and services in a competitive free market, where 
consumers have numerous choices offered to them, while cartel 
capitalists use the government to force the public to do business 
with them. These corporate socialist-fascists are the deadly enemies 
of competitive private enterprise.’”!! 


Professor Antony Sutton had this to say: 


“(The 19th century monopoly capitalists] were convinced of an 
absolute truth: that no great monetary wealth could be accumulated 
under the impartial rules of competitive laissez-faire society (the free 
enterprise system). The only sure road to the acquisition of massive 
wealth was monopoly: drive out your competitors, reduce 
competition, eliminate laissez-faire and above all get state protection 
for your industry through compliant politicians and government 
regulation. The last avenue yields a huge monopoly and a legal 
monopoly always leads to wealth.” 


GENUINE FREE MARKET ECONOMICS 


Genuine ‘free market’ and ‘free trade’ theory originated with the economists 
Adam Smith and David Ricardo in England the early days of the Industrial 
Revolution (1750-1850 in England). It arose out of an analysis of what was 
happening at that time, and was intended to apply only under the same 
conditions which prevailed then, which were: 


¢ All business was small-to-medium sized and entrepreneurial (not 
corporate). Mostly the people who ran the business also owned it, and 
financed it with their own capital, or capital raised in partnership with 
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others. There were stock exchanges, but to form a corporation (then 
called a ‘joint stock company’) required a special act of parliament, so 
they were rare.'* 


* A competitive market was defined as a market of potentially unlimited 
numbers of these small/medium sized businesses, competing on a more 
or less equal footing, in a market which newcomers could freely enter, 
and in which none could control prices. 


¢ The economy was national, not international: capital must not flow freely 
across national borders or the theory did not hold (David Ricardo). ' 


e The market had to be supervised by a sovereign government which (a) 
protected the public interest (b) made sure all businesses played by the 
rules (c) provided a stable currency, and (d) ran public utilities, which 
were not regarded as profitable for private enterprise (social policy 
required that everybody should be able to afford the services). 


If (and only if) the above conditions prevailed, people with a business 
inclination (entrepreneurs) pursuing their own self-interest (profit) would 
identify needs in the population and start businesses to satisfy them. Other 
entrepreneurs would do the same and competition in a marketplace would 
result, ensuring a continuous supply of products and services of the highest 

quality and at the cheapest price to the consumer PROVIDED prices were 
free to find their own level in the ebb and flow of supply and demand. 
Prices were the way information was carried to the marketplace, telling 
entrepreneurs whether to continue what they were doing or to try something 


else. 


Because the price mechanism was crucial, anything which interfered with 
it destroyed the beneficial effect of ‘market forces’.'° Since the most likely 
interfering agent at the time was government, Adam Smith stressed that 
government should leave the competitive market alone (‘laissez faire’) and 
not try to regulate it. To deliver the promised benefits of competition the 
market had to be ‘free’ to operate in its own way and find its own levels. 
Why? And this is important: because that led to the most public benefit. 


In true free market theory the test of the success of the economic system 
was how well it served the community and raised its living standards, not 
how well it served the profit-making interests of business and investors. 
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Granted that entrepreneurs deserved a degree of wealth for their trouble 
beyond that the wealth generated by the economic system was supposed 
to accrue to the people. In genuine free market economic theory, the dog 
that was society wagged the tail that was the economy. 


THE NEO-CLASSICAL PERIOD 


During the 1800s academic economists took the theory and elaborated on 
it, incorporating its basic assumptions into mathematical models which 
were intended to predict economic trends. But as the century progresseq 
the predictions became increasingly wider of the mark. Nearly all the 
conditions which had to apply before free market theory would work haq 
been destroyed, and the principle thing that destroyed them was big business 


¢ During the 1840s, governments passed legislation which enabled 
a business to incorporate, which meant that if it went broke, the 
Capitalists did not have to pay outstanding debts out of their own money. 
The incorporated businesses could be listed on a stock exchange where 
investors could buy shares in them, thus becoming a new breed of 
absentee owners who appointed professional managers to run them. 


© The courts then invented the fiction of the ‘corporate personality’, by 
which a corporation was regarded in law as a person with a ‘right’ to 
exist. This differed from the previous idea of a corporation existing 
only with government permission (Charter), permission which could 
be withdrawn if the corporation failed to play by the rules. This meant 
that a corporation now had all the rights of a real person, but with 
perpetual succession, it could exist forever, like the nation state. It also 
meant the corporation could own other corporations. 


¢ Big business began doing just that, buying up and consolidating the 
small/medium sized entrepreneurial businesses with money borrowed 
from bankers, combining them into monopolies and cartels which could 
then control prices, and which made competition in the marketplace 
anything but equal. It became increasingly difficult for newcomers to 
raise the capital necessary to set up in competition. In other words big 
business was destroying all the essential requirements of a truly 
competitive market. 


* Capital was increasingly beginning to flow across national borders 
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In short, the rise of corporate big business destroyed forever the 
competitive market as defined by free market theory. 


Governments at the time, still concerned about the effects of the economic 
system on people, realised that without controls big business would 
ultimately end up owning and controlling everything. Bankruptcies and 
unemployment were increasing as smaller businesses were destroyed by 
unequal competition with big business. The result was that public pressure 
forced governments to intervene in the public interest and exert market 
controls. The American Sherman anti-trust laws on which Australia’s Trade 
Practices Act is modelled, were the result.’ 


In particular governments, as a matter of social policy, protected small/ 
medium sized businesses with tariffs and subsidies, and allowed them 
exemptions under the anti-monopoly legislation. This enabled them to form 
buying and selling cooperatives, and to exert power which ‘countervailed’ 
that of the developing conglomerates. The result became known as the 
Mixed Economy and this, a combination of the market and government 
controls, was the system which built the wealth of the developed world. 
As Galbraith wrote in 1958, “...the support of countervailing power has 
become in modern times perhaps the major domestic peacetime function 


of the federal government.’ 


CAPITALISING ON THE MIXED ECONOMY 


By the turn of the century most countries were no longer applying neo- 
classical ‘free market’ economic theory, but were employing the Mixed 
Economy. Without government controls big business would have destroyed 
or devoured small/medium sized business and consolidated itself into first 
‘oligopoly’, control of a market by a few large firms, then ‘monopoly’, 
control of the market by one huge conglomerate. As Noam Chomsky has 
pointed out, since the rise of big business no successful economy has ever 
been based on free market principles. Countries that have tried it have 


ended up ‘basket cases’. 


For a while the relationship between government and big business was a 
truce, but the monopoly Capitalist mind was at work. If only there was a 
way to get meddlesome governments out of the way, corporations could 
proceed without restrictions to own and control not only the national 
marketplace, but the global marketplace as well. Corporations really could 
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rule the world: the world economy anyway. And since the corporation now 


had perpetual succession, time was no limiting factor. In fact it took about 
another hundred years. 


GAINING CONTROL OF GOVERNMENTS 


The key to controlling governments was debt. To understand how this 
comes about, one has to realise that practically all of the world’s money is 
in private hands, and relatively few hands at that. A few wealthy international] 
banking houses control nearly all of it. Most governments have the 
constitutional power to create and issue their own (even interest-free) money, 
but few elect to do so. Why they don’t is beyond the scope of this work. 
but generally they confine their power over the nation’s money to the minting 
of cash which, compared to the total amount of ‘money’ in circulation, 
amounts to little more than loose change. 


The practice has developed that, if governments need more money than 
they collect in taxes, instead of simply issuing some more against the security 
of their country’s resources, they borrow it from private international bankers 
at interest. There are government-sounding banks like the Bank of England. 
the American Federal Reserve System, but they are not government owned 
or controlled. They are private corporations claiming the right to create the 
world’s money as interest bearing debt.” 


The central banks operate on the ‘fractional reserve banking system’, by 
which a bank does not actually lend its depositors funds, but uses those 
deposits as a ‘reserve’ which entitles it to create money out of thin air as 
interest bearing debt, the amount simply being written out on a bank cheque 
or entered in a computer. Based on the assumption that only a Small] 
percentage of people at any one time want to convert their Cheques or 
computer balances into actual money, the statutory reserve 18 as low as 
around 7.5%, which basically means that if a bank takes in $7.50 as deposits, 
it can lend out $100 as interest bearing debt: a private licence to Create 
money. Furthermore, the $100 so created is deposited at another bank 
where it becomes the statutory reserve deposit for the creation of stil] more 
credit ‘money’,’” 


Between the Great Depression of the 1930s and the late 1970s, m 
governments in the world were induced to borrow money from int 
bankers at interest, and what is now called the ‘national debt’ 


Ost Of the 
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part of economic life. Australia owes around $225 billion, while the American 
national debt is a staggering $5 trillion. It is important to understand that the 
same international bankers who finance governments also ultimately finance 
big business and investors, all of whom operate on credit. 


KEYNESIANISM 


The economic theory which induced governments to borrow money from 
international bankers and spend it was called Keynesianism, after its inventor 
John Maynard (Lord) Keynes (pronounced ‘Kaynes’).”” According to this 
theory, the ups and downs of the ‘business cycle’ could be smoothed out 
by government spending. Governments would pump money into their 
national economy during recessions, and withdraw it again during boom 
times. Whether or not Keynes realised it, this confused the chicken with 
the egg. Booms and recessions do not ‘just happen’, they are caused 
respectively by pumping money in, and sucking money out of economies 


by expanding and contracting credit.”! 


The requirement that government spending be reduced during boom times 
was soon forgotten when governments realised they could buy votes and 
power by directing spending at ‘voting blocs’. In addition, a whole series 
of socialist welfare schemes were devised on the model of the American 
‘New Deal’ by which governments provided benefits from cradle to grave, 
and all of which cost money. The shortfall between what governments 
collected in taxes and the costs of all these schemes was borrowed from 
international bankers at interest. On top of that, by some strange accounting 
convention, private corporate debt (money borrowed by corporations) came 
to be lumped in with government debt and called ‘national’. 


The result was that by the late 1970s most governments in the developed 
world were up to their ears in debt, and as the money-lender’s saying goes, 
‘the borrower is servant to the lender’. Evidence suggests that during the 
early 1980s, representatives of the lenders were moved into key positions 
in Treasury Departments, including Australia’s, and preparations were made 
for a new sort of economic policy to be implemented. ” 


In Britain it was called “Thatcherism’, in America ‘Reaganomics’, in New 
Zealand and Australia ‘economic rationalism’, but wherever it was applied 
it was identifiable by the same programme: floating the currency; removing 
restrictions on the flow of money in and out of the country; deregulating 
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the banking system to allow in foreign banks: 


through the removal of import restrictions including tariffs: elimination of 
subsidies for small/medium sized businesses and family farmers; abolition 
of exemptions for small/medium sized businesses under anti-monopoly 
legislation; removal of controls over the entry and activities of multinational] 
corporations; dismantling of collective bargaining (unions) and central Wage- 
fixing; winding down industries producing for the local economy, producing 
instead for export while importing even basic foodstuffs; the ‘privatisation’ 
of public utilities by selling them to multinational consortiums: and so On. 
Justifying all this were slogans about ‘increased competition’, ‘level playing 
fields’, “J-curves’, ‘trickle-down’ theories, and ‘market forces’ .23 


‘deregulation’ of the economy 


All this sounded very much like neo-classical free market economics risep 
from the dead, and many economists took it (and apparently still do) to be 
exactly that. It cannot be. All the essential requirements for a truly 
competitive market were long gone. Not only that but economic rationalism 
overturned the whole purpose of the economic system. Instead of the people. 
it now served the purposes of international big business and investors, and 
the international bankers who finance them. The tail that was the economy 
now wagged the dog that was society. 


Overnight, the ‘caring sharing compassionate society’ which characterised 
the welfare state was turned on its head. The world was now to be organised 
to suit the purposes of global Capital, while the fate of tne citizenry was to 
be abandoned, by its own government, to the care of ‘market forces’, 


THE NEW ‘FREE MARKET?’: OLIGOPOLY 


It will be recalled that a genuine competitive market was a market of 
potentially unlimited numbers of small/medium sized businesses 
(entrepreneurial not corporate), competing on a more or less equal footing, 
in a marketplace which newcomers could freely enter, and in Which none 
could control price, supervised by a government representing the people. 
In such a market consumer demand was supposed to inspire entrepreneurs 
to start businesses and develop new products which competition would 
then ensure were of highest quality and sold at the lowest Possible price .24 


As soon as big business came into being however, from about 186 
4 true free market became impossible. Through the 
‘corporate personality’ (by which the law regards 


S OnWards, 
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corporations could buy up and own other corporations. This permitted 
monopoly capitalists to buy up companies with credit extended by banks, 
and to consolidate them into ever-growing conglomerates capable of 
eliminating competition, manipulating markets, preventing newcomers from 
entering them, controlling prices, and exerting pressure on governments 
for concessions. In the presence of big business the ‘free’ unregulated 
market inevitably resulted in OLIGOPOLY: market domination by a few 
large firms, with smaller competitors struggling for survival in unequal 


competition with them.” 


Oligopoly has all the disadvantages of outright monopoly. Tacit agreements 
or ‘understandings’ develop between the oligopolists whereby they avoid 
outright price wars (which would be damaging to all) and engage instead in 
high profile jostling over more or less market share through expensive 
advertising campaigns of the type regularly seen on TV. Until recently, 
nobody seriously suggested that oligopoly was a competitive market, or 
that it could deliver the promised benefits of a competitive market.” 


Economist J.K.Galbraith wrote: *....a vast difference separates oligopoly 
from the competition of the competitive model....the power exercised by a 
few large firms is different only in degree and precision of its exercise 
from that of a single-firm monopoly....not only does oligopoly lead away 
from the world of competition....but it leads toward the world of monopoly. 
In the....oligopoly, the practical barriers to entry and the convention against 
price competition have eliminated the self-generating capacity of 
competition’. 


Even standard textbooks say, ‘[It is necessary] to distinguish between the 
characteristics of a purely competitive market and those of....oligopoly’.”’ 


AUSTRALIA’S HILMER REPORT (1993) 


Observe, then, how that important tool of economic rationalism in Australia, 
The Hilmer Report: National Competition Policy (1993), defines the new 
economic rationalist ‘competitive market’: 


‘Early economic work suggested that large numbers of competitors 
were important for the effective working of competitive forces. 
However in some cases competition between a few large firms may 
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provide more economic benefit than competition between a large 
number of small firms.’* 


This dismisses the real competitive market and inserts in its place what is 
clearly OLIGOPOLY. [Phrases like ‘in some cases’ are found frequently jn 
the literature of economic rationalists and globalists. The philosopher G. H. 
Lewes described them as ‘provisional elements soon disregarded’.”® ‘Jp 
some cases’ soon becomes ‘in all cases’]. The Hilmer Report then proceeds 
to claim that all the classic advantages of a genuine competitive market wij] 
flow from oligopoly: it will ‘provide the spur for businesses to improve 
their performance, develop new products and respond to changing 
circumstances....offer the promise of lower prices and improved choice 
for consumers and....increased employment opportunities for the community 
as a whole.” It is even politically correct, ‘tending to promote equal treatment 
of workers according to race and sex’!”! 


Galbraith, on the other hand, states unequivocally that, with oligopoly, ‘There 
is no longer any certainty of technical advance....prices no longer reflect 
the ebb and flow of consumer demand....and it leads to profitable and 


comfortable stagnation’.** 


It was because it ended in oligopoly that the free market was rejected 
originally in favour of the Mixed Economy. In 1980 oligopoly was given a 
new respectability and redefined as a ‘competitive market’, while what 
appeared to be free market economic theory was exhumed from the grave 
and called ‘economic rationalism’. The requirement that governments leave 
a competitive market alone (‘laissez faire’) was now interpreted to mean 
that government interference with the activities of oligopolists was taboo. 
Indebted governments began implementing this “economic rationalism’ no 
matter what hardship it inflicted on the populace, the requirement that it be 
‘rational’ meaning that such hardships could be disregarded, or dismissed 
with slogans like ‘no pain no gain. In the meantime governments could 
concentrate on removing impediments to the activities of big business and 
foreign investors. 


By now the purpose of economic rationalism should be apparent. Regulation 
by government was considered necessary in the first place to prevent bi 

business devouring or destroying small/medium sized business and i 
controlling markets. Economic rationalism demands those regulations 
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removed, Why? So big business can devour or destroy small/medium sized 
RIsMESS and control markets. By the era of ‘economic rationalism’ (1980) 
tag business had taken the form of the transnational corporation (TNC), 
while small/medium sized business was nationally-owned. Once national 
marketplaces were ‘deregulated’, nothing could prevent all significant 
national privately-owned business falling into the hands of international 
corporations and investors, and ultimately the international money-lenders 
who finance them. Funny, that just happens to further the economic agenda 


of ‘globalism’! 
ECONOMIC RATIONALISM AS IDEOLOGY 


The Herron Pocket Dictionary defines an ‘ideology’ as “the ideas behind a 
social, political, or cultural programme”. Invariably those ideas involve an 
interpretation of the world which justifies the action intended. Such an 
interpretation can be true, in that it is consistent with the facts of reality, or 
it can be false. In the case of an ideology it does not really matter, because 
its purpose is not to explain the world in any objective sense, but to justify 
action. A good ideology has to look genuine, and to that end most of them 
are based on some sort of fact, but those facts can then be subject to some 
wild interpretations.” In short, an ideology is a false theory which serves a 


particular purpose. 


One effective way to develop an ideology is to take a familiar theory, which 
already enjoys a degree of support and credibility, subtly change the meaning 
of its terms, and apply it out of its original context. This is precisely how 
free market economic theory has been turned into economic rationalism. 
‘Free’ comes to mean freedom for the economically strong to exploit the 
weak; ‘oligopoly’, which is not a competitive market, becomes a competitive 
market; what furthers the interests of monopoly Capital becomes ‘good 
for the world’; the irrational pursuit of profit in disregard of all other factors 
becomes ‘rational’; a genuine theory proposed by men who saw economics 
as a means of improving the welfare of the human race becomes the 
justification for the greed and power-lust of the few. 


News Weekly describes the ideology of economic rationalism as “‘the idea 
that deregulated capitalism holds the answers to the world’s economic 
questions and, contrariwise, that government involvement in all but the 
slightest form is damaging to the economy.’’*4 
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UNCRITICAL ACCEPTANCE 


If the success of an ideology is judged by the extent to which it has fooled 
people, economic rationalism has been extremely successful. Its ‘wisdom’ 
would appear to have been accepted uncritically by all the opinion makers. 
including the major media. The policy makers, political parties, top 
bureaucrats, chairmen of major corporations, unions leaders and university 
academics all accept it apparently at face value.* Either that or they recognise 
it for the fraud that it is, but choose to go along with it and to assist in the 
demise of the Australian nation in the interests of globalism. 





'Paul Ormerod, “The Death of Economics’ (1994), p.111-2. 

*Harry Braverman, ‘Labor and Monopoly Capital (1974), Chapter 4, and particularly p.9]. 
3Max Weber quoted by Robert Presthus in ‘The Organisational Society’ (1962) at p.5. 
‘Australian News of the Day, http://www.gwb.com.au, Saturday 4th April 1998. 

SA phrase used by Michael Pusey in ‘Economic Rationalism in Australia’. 

‘Weber, quoted by Larry Ray in Anderson et.al., ‘Classic Disputes in Sociology’ (1987), 
p.101. 

7Richard Condon, ‘A Trembling Upon Rome’ (1983), p. 19. 

8Sima Lieberman, Ed., ‘Europe and the Industrial Revolution’ (1972) esp. p.425. 

9C. Northcote Parkinson, ‘The Rise of Big Business’ (1977), p. 105. 

loGary Allen, ‘The Rockefeller File”. 

"Gary Allen, ‘The Rockefeller File’ (1976) at p.105. 

'2Antony Sutton, ‘Wall Street and FDR’. 

3Herbert Heaton, ‘Economic History of Europe’ (1948) pp. 360-366. 

'4Paul Ormerod, ‘The Death of Economics’(1994), p.17: “Ricardo was careful to point out 
that his theory was dependent upon the assumption that funds available to invest in 
industry....did not flow freely from one country to another.” 

'5Jt must be pointed out that there are no such things as ‘market forces’. The term is merely 
an abstraction which refers to the way the market operates. Some politicians and academic 
economists appear to believe ‘market forces’ actually exist somewhere in the atmosphere, 
waiting to ‘deliver things’. 

'6See Funk and Wagnalls Encyclopaedia under ‘laissez-faire’, and J.K.Galbraith, “The Affluent 
Society’ (1958). 

"J. K. Galbraith, ‘The Affluent Society’ (1958), p.150. 
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'9F.L. Burgi, ‘Money Creation: the Great Confidence Trick’ (1994). 

20J.M. Keynes, ‘The General Theory of Employment, Interest and Money’ (1936). 
“1Milton Friedman, ‘Free to Choose’ (1980), pp.95-117. 

Michael Pusey, ‘Economic Rationalism in Canberra’ (1991). 

“See Russell Mathews ‘Financial Markets and Failed Economic Policies’, an essay reviewed 
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CHAPTER 4 
DEREGULATION 


The fundamental lie underpinning economic rationalism is that oligopoly, 
control of a market by a few large corporations, is a competitive market 
and can deliver all the theoretical benefits of a competitive market. Building 
on that false premise, economic rationalism proceeds to use free market 
language, and claims to apply free market principles, but in circumstances 
under which they bring about ever increasing consolidation of the hold 
TNCs and global investors have over markets both national and international. 


One free market principle abused in this way is ‘deregulation’. The 
requirement for ‘deregulation’, the removal of government regulation of 
the marketplace, is itself built on a lie: that regulation ‘decreases competition’. 
In fact regulation was introduced in the first place to preserve competition. 
Without it, big business forms oligopolies and monopolies which destroy 


competition and the competitive market along with it. 


THE BACKGROUND 


Genuine free market theory held that to be competitive, a market had to be 
free from government regulation. The principle of laissez faire meant exactly 
that: ‘leave the market alone’. But the reason for it has been obscured: 
regulation distorted the price mechanism, the means by which information 
is carried to the market, and which is therefore crucial to the operation of 
the competitive forces. Economist Milton Friedman says: “Anything that 
prevents prices from expressing freely the conditions of demand or supply 
interferes with the transmission of accurate information”, thereby negativing 


the competitive forces of the market.’ 


What the economic rationalist does not tell you is that government regulation 
is not the only thing that can distort the price mechanism. Big business, 
through its ability to control markets and manipulate prices does precisely 
that, which is why oligopoly was not, is not, and can never be a competitive 
market; and which is why it has not, does not, and will never deliver the 
theoretical benefits of a competitive market, no matter what the Hilmer 
Report might say. 
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THE MIXED ECONOMY 


Governments at the turn of the century were aware of this, and reasoneq 
that if an unregulated market led to oligopoly, which distorted the price 
mechanism anyway, there was no point in outlawing government regulation 
Quite the contrary: government regulation could be used to counteract the 
effects of oligopoly. The result would be a mixture of market forces. 
oligopoly, and government controls, but it would operate for the public 
benefit. And it did. This was the principle of the Mixed Economy, which 
built the wealth of the developed world. As Noam Chomsky has pointed 


out, no developed economy has ever been built on an unregulated market. 
Those that have tried have ended up ‘basket cases’.' 


The Mixed Economy had two sorts of government controls: 


controls on big business which tried to prevent oligopoly and outright 
monopoly forming, and 


measures that helped small/medium sized businesses compete with big 
business. 


The latter measures included tariffs and subsidies, and exemptions under 
anti-monopoly legislation which enabled small businesses to form buying 
and selling cooperatives, and to build up what J.K.Galbraith called 
‘countervailing power’, power which countervailed eens that 
of the oligopolists. Writing in 1958 Galbraith went SO far as to say, *....the 
support of countervailing power has become in modern times perhaps the 


aa _ 
major domestic peace time function of the federal government’ .” Not any 
more. 


ENTER ‘DEREGULATION’ 


Come the early 1980s, governments heavily in debt to international money- 
lenders were suddenly determined to implement economic rationalism, a 
major component of which was ‘deregulation’. This involved not only the 
removal of the government curbs on the power of big business, but also of 
the measures that helped smaller businesses build up countervailing power 
and compete. The alleged purpose was to reintroduce ‘market forces’ and 
re-establish ‘competition’. In fact it abolished those things 
the ability of smaller businesses to build up countervailing p 
was not a competitive market, but unregulated oligo 


by eliminating 
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poly, a state of 
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affairs which can serve only to consolidate the hold TNCs and investors 
have over the national and international marketplace. 


It was all deliberate. The Hilmer Report, recommending the abolition of 
exemptions for small business under Australia’s Trade Practices Act, said: 
“The Committee does not believe that it is the role of the competitive conduct 
rules to protect any particular sector of society....”.* And again: “The 
committee does not consider that competition policy should be distorted to 
provide special protection to any interest group, including small business....”” 
In fact the competitive conduct rules and ‘deregulation’ do provide special 
protection to an interest group: TNCs and global investors. 


DEREGULATION AND FOREIGN OWNERSHIP 


According to Australia’s Minister for Foreign Affairs and Trade, Alexander 
Downer, ‘trade liberalisation’ is ‘driving our export growth’. Australian 
exports have risen by over one third during the past five years, he claimed.° 
However Mr. Downer failed to define what he meant by ‘our exports’. The 
Hawke government, as part of the ‘deregulation’ process, changed the 
policy of restricting foreign ownership of Australia’s big business to 
promoting it.’ Over 90% of Australia’s big business is now foreign owned 
(see Chapter 2). Ownership of Australia’s entire corporate sector is now 
somewhere between 60-80%, making it the most ‘internationalised’ (foreign 
owned) economy in the developed world. 


‘Australia’s exports’ are more correctly the exports of foreign corporations 
operating in Australia, and since they contribute less than 2% of the country’s 
tax take, their activities are more correctly described as ‘exploitation’. 


THE “MIRACLE” OF COMPETITION 


Economic rationalist promises of the benefits which will flow from 
‘competition’ (unregulated oligopoly) are the same promises originally made 
for a genuine competitive market. According to the Hilmer Report, 
competition ‘provides the spur for businesses to improve their performance, 
develop new products and respond io changing circumstances. It offers 
the promise of lower prices and improved choice for consumers and greater 
efficiency, higher economic growth and increased employment opportunities 
for the economy as a whole.’® The claims are baseless. 
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In the presence of big business unregulated competition simply protects 
oligopoly: token competition at best. In the consolidation of market control, 
corporations buy up and absorb smaller corporations and ‘rationalise’ them, 
sacking people and causing unemployment in the process. So much for 
‘increased employment opportunities for the economy as a whole’. Lower 
prices in the short term are achieved at the expense of innovation and 
investment in the longer term. Despite talk of ‘laissez faire’ , the oligopolists 
now look to governments with taxpayers’ money to fund those things.’ 


The Hilmer Report promotes an idealised view of competition rejected by 
reputable economists over 40 years ago. 


HUMAN ‘COMPETITION’ 


A word needs to be said also about the ideology of Social Darwinism which 
underlies economic rationalism. After the rise of big business, the strongest 
calls for ‘competition’ came from those who were least threatened by it, 
those largely immune from its effects: the wealthy owners of big businesses 
and the bankers who financed them. ‘Competition’ for them had become 
the means by which to wipe out weaker competitors, dominate markets, 
and accumulate huge amounts of wealth. To justify such behaviour an 
ideology was in order, and this was found in a belief called Social Darwinism: 
that it was ‘good for the human race’ as a species that the strong, including 
the economically strong, should wipe out or dominate the rest. Social 
Darwinists believed that: 


“economic society was an arena in which men met to compete. 
The terms of the struggle were established by the market. Those 
who won were rewarded with survival and, if they survived brilliantly, 
with riches. Those who lost went to the lions. This competition not 
only selected the strong but developed their faculties and ensured 
their perpetuation. And in eliminating the weak it ensured that they 
would not reproduce their own kind.” 


The originator of Social Darwinism was the Englishman, Herbert Spencer 
(1820-1903). It was Spencer, not Darwin, who gave the world the phrase 
‘the survival of the fittest’, and the phrase applied first not to the lower 
animals but to man in society. The underlying falsity is this: survival of the 
fittest is the rule of the wild, not civilisation. In the civilised state the weak 
are supposed to be protected and have as much right to survive as the 
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strong. That is the very definition of civilisation: a social order in which the 
rights of all individuals are protected by the state. Social Darwinism seeks 
to tum civilisation into a life and death struggle for survival in society. 
Civilisation becomes a jungle with buildings. 


In America, Social Darwinism was expounded by William Graham Sumner 
(1840-1910), of Yale University (USA), and it was enthusiastically embraced 
by the millionaires who formed (and still do) the nucleus of the global rich 
and powerful, and the American Eastern social and political Establishment 
that built up around them. According to Galbraith, those people have amassed 
their great fortunes not through the competition they advocate, but through 
government patronage, monopolies, and unscrupulous dealing." 


THE ‘COMPETITION’ LIE 


In practice big business talks ‘competition’ but will not itself submit to its 
discipline. Only small/medium sized nationally-owned business is to be 
subjected to ‘market forces’. In Australia, having used the Hilmer ‘reforms’ 
to induce the government to eliminate assistance to the competitive (small/ 
medium sized Australian-owned) business sector, big business is now 
demanding and receiving government protection and subsidies paid for by 
taxpayers. Here are a few recent examples: 


¢ January 21, 1998: Cabinet agreed to provide $300 million in taxpayer 
funds to underwrite Australian trade contracts with Korea, after exporters 
warned that trade....may stall as a result of the Asian currency crisis."” 
[The currency ‘crisis’ was caused by the free market in money. It was 
big business that wanted the free market in money in the first place, 
now it wants government protection from its effects]. 


¢ January 22, 1998: Representatives of the tourism industry emerged from 
meetings with the Federal Tourism Minister, Mr Thomson, yesterday 
confident the Howard Government would consider extra funding in the 
May Budget to help the industry (largely foreign-owned big business) 
deal with the Asian currency crisis.’° 


¢ August 1997: the Howard government announced a $600 million 
taxpayer-funded package to help the Australian private health funds (big 
business) which were faced with membership defections." 
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eee “The chemical giant Du Pont was paid almost $60 million 
ie Sar ae aid to keep manufacturing textiles as tariffs were 
ed.’ [It was big business that wanted the tariffs reduced in the 


first place. DuPont took the money, closed the plant and left the country 
anyway]. 


Late Lm9T: The government announced a $1.26 billion ‘Investing for 
Growth’ package which includes a $556 million increase (!) in govern- 


ment a for private sector (big business) research and develop- 
ment. 


February 2, 1998, it was announced that two of Australia’s biggest 
employer groups, the Metal Trades Industry Association (MTIA) and 
the Australian Chamber of Manufactures (ACM), would merge, creating 
a powerful voice ‘to lobby the Federal Government on industry 
protection’. Both want to use their power ‘to step up pressure on the 
Howard Government for more industry assistance’. 


¢ February 2, 1998, John Howard said the Government would provide 
aid to [mainly big] businesses exporting to Indonesia, partly to combat 
“actively avaricious competition from US exporters”. That assistance - 
which the Prime Minister said would be uncapped, in the form of export 
insurance, and on a case-by-case basis - follows a recent government 
decision to support Australian companies selling into the slumping South 
Korean market. [Big business wants ‘competition’ so long as it is not 
‘actively avaricious’, then it runs to the government]. 


Australia’s ‘national competition policy’ (‘unregulated oligopoly policy’ ) is 
a fraud, intended to remove government protection from small/medium 
sized Australian-owned business, making it vulnerable to takeover by foreign 
TNCs and investors, all of which furthers the globalisation process. 


OLIGOPOLY AND THE COMPETITION MYTH 


Another myth peddled to the public is that oligopoly is the natural result of 
out-competing competitors, and that consequently the oligopolists deserve 
their position of dominance. This too is nonsense. Typically dominance is 
the result of acquisitions and mergers on bank-created credit. The case of 
Monsanto and the world-wide seed oligopoly is but one example of a 
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Monsanto, the world’s second largest pesticides corporation, came from 
nowhere to become the world’s fourth largest seed company, and it did not 
get there by out-competing competitors. Between mid-1996 and the end of 
1997, Monsanto spent roughly US $2 billion in seed-related acquisitions. In 
January 1997 it bought Holdens Foundation Seeds for US $1.2 billion. About 
25-35% of US maize acreage is based on Holden’s germplasm. In May 
1998 it bought Dekalb and Delta and Pine Land seed companies for US 
$4.3 billion. Dekalb is the second largest maize seed enterprise in the USA. 
Through acquisitions Monsanto now has an overwhelming 85% share in 
the United States cotton seed market and a dominant position in cotton 
seed markets ranging from Australia and Mexico to China. Monsanto is 
also negotiating to introduce its transgenic cotton varieties into Argentina 


and South Africa. 


DEREGULATION OF THE LABOUR MARKET 


Under the euphemism ‘deregulating the labour market’, governments are 
wiping out all the gains made by labour through collective bargaining since 
the Industrial Revolution. The power of unions is broken through devices 
such as ‘enterprise bargaining’ and contract employment, whereby 
unorganised workers are obliged to negotiate wage rates and conditions of 
employment with organised monopoly Capital. The economically weak must 
face the economically strong on a ‘level playing field’ to their certain 
exploitation. The idea that individual workers can emerge from negotiations 
with the management of huge conglomerates with a fair deal, especially 
when global unemployment really starts to rise, 1s ludicrous. 


In Australia there are clear examples of government involvement in union 
breaking. One was the role taken by the Hawke government in the airline 
pilot’s strike, in which taxpayer’s money was used to subsidise the airlines 
and prolong the strike until the pilots capitulated. The other was the 
involvement of the Australian government under the guise of ‘waterfront 
reform’ in assisting a stevedoring company and a transnational agribusiness 
lobby group to break the Maritime Union. It is significant that prior to 1983 
governments gave in to almost any and all demands of unions. Since then 
they have been actively involved in undermining their power, not only on 
the waterfront, but nght across the board and with the apparent acquiescence 
of union leadership. 


gs — 
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Once unions are disempowered the process of driving down wages and 
conditions of Australian workers can begin. Since capital can move freely 
across national borders but labour cannot, labour becomes a sitting duck 
for exploitation by capital in the global labour market. Wayne Ellwood wrote. 
“The control [TNCs] have over investment, production and marketing [70% 
of world trade] means that they can decide what jobs are located where, 


what working conditions and wages will prevail, and what living standards 
are possible.”!” 


As technology replaces workers, unemployment throughout the world is 
rising, exerting strong downward pressure on wages. Each year 47 million 
more workers enter the job market, 38 million of them in Third World 
countries, and the TNCs overall are cutting jobs. While the top 200 TNCs 
are responsible for over 28% of the world’s production they employ only 
18.8 million people, a mere 0.75% of the world’s workforce.'* Add to this 
the push to get women into the workforce worldwide, and global 
unemployment is a looming catastrophe. The ability of TNCs to leap national 
borders in search of lower costs and higher profits destroys the power of 
national governments to deal with traditional economic and social issues, 
including unemployment, in their own countries. 


RACE TO THE BOTTOM 


David Ricardo’s theory of world trade (the theory of comparative advantage, 
see Chapter 9) was conditional upon capital not moving freely across national 
borders. That condition no longer applies: it can zoom around the globe in 
milliseconds, a fact which alone should disqualify ‘free trade’ as a modern 
economic theory. Ellwood points out that when capital can move it will 
follow absolute advantage and go where costs are cheapest, rather than 
support the comparative advantage of its country of origin. This drives 
wage rates, working conditions and workers’ living standards down, not 
only in poor but rich countries as well. “In the new global economy what 
the TNCs envisage as ‘competitiveness’ becomes a race to the bottom.””” 


That Australian workers will be involved in that race is now beyond question. 
International Monetary Fund (IMF) managing director Michel Camdessus 
stated to the Australia Unlimited conference in Melbourne during May 1998 


that, “In the globalised economy, wage rates and labour-market practices 
cannot be insulated from market conditions’’.2° 
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This dispels any doubt that Australia will have to compete for foreign 
investment with countries like Honduras, and Southeast Asian countries. 
Some idea of the competition can be gained by a comparison of the hourly 
wage rates of the countries involved (February 1998 figures): Australia 
$16.69/hour; NZ $11.03; Singapore and Korea around $8.30; Taiwan $5.83; 
Hong Kong $5.14; Mexico $1.50; China various rates below $1.00; Thailand 
$0.69, the Philippines $0.57, and Indonesia $0.39/hr.”! The changes in living 
and working conditions required of Australians in their race to the bottom 
are going to be considerable. 


CHILD AND SLAVE LABOUR 


In search of even lower wage rates TNCs throughout Asia are exploiting 
child labour. John J. Sweeney, President of the AFL-CIO, the big American 
union affiliation, recently revealed that in Thailand, the Philippines, 
Bangladesh, and Indonesia, children aged 8 and 10 work 14 hour days for 
eight to ten pennies an hour sewing shirts and hammering rivets into jeans 
for the American market. In Mexico the Han Young factory, one of Mexico’s 
notorious maquiladoras (factories in free trade zones), was paying workers 
$4 a day, a third of which had to be paid by some Just getting to and from 
work. Workers were required to work in suffocating smoke without masks 
to protect themselves. In Bangladesh, where wages are lower than in Hong 
Kong, Thailand and even China, TNCs have opened over 2100 factories 
which employ 1.3 million workers, 85% of them women or young girls. 
Children as young as 7 years work twenty hours a day in garment factories. 
The minimum wage is $23 dollars a month. Burma is using forced labor to 
clear land for the construction of a transnational-owned gas pipeline.” 


Readers who believe Australia is somehow insulated from those sorts of 
conditions should note that Brisbane’s Courier Mail of 19 August 1998 
revealed that there are ‘fashion houses’ in Brisbane where adult workers 
are paid just Au$2 per hour and children are not paid at all to toil in cramped, 
squalid conditions. Jack Morel of the Textile, Clothing and Footwear Union 
of Australia said, ‘““We’ve got children as young as eight that come home 
from school and sit on sewing machines all hours of the night. It was 
recently found that overseas students were working under a house in 
appalling slave-like conditions for 12 hours a day. The fashion houses in 
Brisbane’s West End use outworkers ( people who work from home or 
makeshift factories). They can use 40 or 50 workers and avoid paying 
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ae which could be costing the State Government millions of 
ollars.”* 


A recent report by the National Labor Committee found that US companies 
were lowering standards in China, slashing wages, eliminating benefits, 
and imposing forced overtime. Factories producing garments for export to 
the US require that workers labor 12 to 18 hour days, six and seven days 4 
week, for 13 to 23 cents/hour. The transnationals maintain that child labor 
is a necessity for poor countries, and that attempts to ban it are a form of 
‘Western chauvinism’. Others claim that enforcing internationally recognized 
core labor rights (the right to organize, to bargain collectively, to strike) is 


‘interventionist’, while imposing US defined rules of copyright and corporate 
law is ‘free trade’. 


A wide range of things can be construed as ‘regulations’ which interfere 
with the ‘level playing field’, including national health insurance, work Safety 
laws and regulations, environmental standards, as well as agricultural 
marketing boards. All can be considered as ‘subsidies’ and abolished under 
economic rationalist ‘deregulation’. In other words, anything which might 


protect the position of weaker bargaining parties in the marketplace must 
be eliminated. 


Aneconomic policy driven wholly by greed, which excuses its beneficiaries 
from the duties of moral and social responsibility, has the potential to reduce 
the condition of 80% of the human race to a state of slavery and degradation. 


FREE TRADE ZONES 


After BHP announced the closure of its Newcastle steel works Prime Minister 
Howard suggested that the answer to Australia’s looming unemployment 
catastrophe would be ‘Free Trade Zones’. The media hailed it as a ‘radical 


new proposal’. Free Trade Zones are neither radical nor new. The Third 
World has had them for over a decade. 


Countries like Honduras fence off these zones and build factories in them. 
They then lure foreign investors there with guarantees of cheap labour, no 
unions, tax-free profits, minimal rent, and no import duties on products 
sold to the local elites. In the factories women are paid around $3 a day 
under conditions as bad as any endured during the worst days of the Industrial 





oe for sewing brand name garments like Levi’s for the affluent US 


Along the Mexican/US border there are over 1800 ‘maquiladoros’, foreign 
owned export-only factories in which foreign investors explolt cheap 
Mexican labour. The Mexicans live in shanty towns around the factories 
with no sewerage, running water or electricity. Filthy waste disposal 
practices by the investors mean that toxic waste runs through the shanty 
towns in open drains.” Since offending the investors might cause them to 
take their investment elsewhere it is difficult for the Mexican government 
to force them to observe better standards. Once the MAT is in force 
worldwide, it will be illegal even to try. 


‘Deregulation’, by tearing down trade barriers, opens up a country and its 
labour to the unimpeded exploitation by global Capital. It is about more than 
sending First World factories into the Third World. It 1s about importing 
Third World economic pressures and social conditions (poverty) into the 


West, including Australia.” 


MEGA-MERGER MANIA 


The characteristic of oligopoly in the absence of government regulation is 
to move inexorably towards absolute monopoly. Predictably, what the media 
call ‘mega-mergers’ are now commonplace. Economic rationalists persist 
with the absurdity that this will still lead somehow to ‘increased competition’ 
and all the benefits which are supposed to flow from it. Here is just some 


of the merger mania. 


On April 7, 1998, it was announced in the US that financial giants Citicorp 
and Travelers would merge in a record $70 billion deal, the largest corporate 
merger ever, creating the world’s biggest financial services Company 
operating in 100 countries. The new company, to be called Citigroup, would 
have a market capitalization of about $135 billion. The merger was similar 
to one in early 1997 that joined Morgan Stanley Group Inc., with Dean 


Witter Discover & Co. 


Drug giants Glaxo Wellcome and SmithKline Beecham held talks designed 
to create the world’s largest drug maker with a market capitalisation of 
$US160 billion and annual sales of more than $US27 billion. The move will 
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result in the biggest merger ever, topping WorldCom’s pending acquisition 
of MCI Communications, which is valued at $US36 billion.’ 


Meanwhile BankAmerica is merging with NationsBank, WorldCom with 
MCICom, Sanduz with Ciba Geigy, Mitsubishi Bank with the Bank of Tokyo, 
Union Bank Swiss with Swiss Bank Corp, Banc One with First Chicago 
NBD, and KKR with RJR Nabisco, all forming huge conglomerates on 
credit ‘money’. AT&T Corp. acquired Tele-Communications Inc. in a $48 
billion stock and debt deal that would merge America’s largest long-distance 
phone company and the second-largest cable-television concern.” 


The Australian of 15 April 1998 reported that “Investors deposited a further 
$2.6 billion into the market value of the banking sector yesterday, with 
shares in each of the Big Four (banks) closing at record highs amid fervid 
takeover speculation. While the Federal Government reaffirmed its ban on 
big bank mergers, investors were betting this could change after the next 
election in the wake of dramatic consolidation in the US banking market.” 
The Big Four are about to become the Big Three, then the Big Two.... 


FINANCIAL DEREGULATION 


When the Campbell Report, delivered under the Fraser government in 1981, 
recommended deregulation of the finance industry, then Shadow Treasurer 
Ralph Willis (Labor) warned that it meant less money and higher interest 
rates for all productive activity, loss of government control over foreign 
exchange and over the form of development of the Australian economy. 
Willis’ was the voice of traditional working class Labor, which believed in 
Australia as an independent nation, a ‘fair go’ for working people, and 
which regarded monopoly Capitalism and TNCs as the class enemy.” Willis’ 
was a voice in the wilderness. 


In December 1983 the Hawke government (treasurer Keating) floated the 
Australian dollar and abolished controls on the movement of money into 
and out of the country.*’ This meant that the value of the Australian dollar 
was to be determined thereafter not by the Australian government, not by 
the Treasury or the Reserve bank, but by the global money market, 95% of 
the activity of which is speculation: global gambling. The media even refer 


to participants as ‘players’. These ‘players’ now determine the value of the 
Australian dollar. 
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To discourage speculation, and to ensure some money was spent on 
productive investment, the Campbell Report recommended that investors 
moving money in or out of Australia should be required to deposit a certain 
percentage with the Reserve Bank or in government bonds. In September 
1984, Treasurer Keating abolished this requirement. All foreign central banks 
had to do now was report their Australian holdings to the Reserve Bank.*! 


THE FLOATING DOLLAR 


The fiction was created then that the value of the floated dollar was a 
neutral barometer of national economic policy. This meant the ‘players’ 
not only pronounced on the value of Australia’s currency, they passed 
judgment on the government’s economic policies as well. The media began 
to hang on the judgments of a relative handful of foreign exchange dealers 
as to whether the government was ‘getting the economic fundamentals 


right’. 


Australian economic policy now is fashioned not to serve the interests of 
the nation, but to please the global money markets. If the speculators dislike 
what they hear or see they can ‘dump’ the currency and cause it to lose 
10-20% of its value in a matter of a few minutes of trading. ‘Runs’ on 
currency can be conducted on a massive scale and with a speed only 
electronic trading makes possible. In the mid-1980s the amounts of money 
traded on the global markets increased dramatically to hundreds of billions 
of dollars daily. It is now $1 trillion a day. Over 90% of that has nothing 
whatever to do with the production and consumption of goods and services, 
but is pure speculation: the buying and selling of money, commodities futures 
or other saleables in a bid to make a ‘quick buck’. 


Immediately the Australian dollar was floated in 1983 it dropped in value. 
That was good, said the Hawke government and its economic apologists: 
the devaluation would ‘reverse the decline in manufacturing’ in Australia. 
A devalued dollar would at a stroke make Australian goods that much cheaper 
internationally, and the demand for exportable goods would regenerate 
manufacturing industry.** In fact Australian manufacturing has continued 
to decline, the largest decline in output of any OECD country. Australia 
now has the smallest manufacturing sector relative to the size of its economy 
of any OECD nation except Greece. It declined from 24.8% of GDP in 


1973, to 14.3% in 1994.*° 
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During 1984 the dollar was subject to wild swings due to the actions of the 
speculators. Economic planning on a regional, national and even personal 
basis became that much more difficult. A comment by then treasurer Keating 
that Australia might become a ‘banana republic’ caused the dollar to slump 
to US57c. So unstable did the dollar become that the Reserve Bank had to 
intervene at strategic points and buy it in a bid to stabilise it. So much for 
the ‘free market’. The float has thereafter been described as a ‘managed’ 
float needing repeated Reserve Bank intervention to ‘stabilise variations’. 
The excuse was put forward that Australia’s economy was too small to 


support a full float of its currency, but there was no suggestion of the 
policy being reversed. 


THE ‘RECESSION YOU HAD TO HAVE’ 


The devalued dollar meant imports cost more, so prices rose. It also meant 
interest rates for home buyers and productive investment rose because 
high interest rates were necessary to attract an inflow of overseas funds. 
Interest rates rose to over 20% on money for business, producing a deep 
recession, which Keating told the electors was ‘the recession they had to 
have’. The economy was ‘too healthy’, he claimed, it was ‘frothing over’ 
and had to be plunged into recession to cool it down. The escalation of 
repayments under variable interest rate mortgages meant that thousands of 
people lost their businesses and their homes.** But corporations were happy: 
they had a new relatively painless means of making money. Instead of 
undertaking the hard task of manufacturing and marketing, corporate 
‘players’ moved into the foreign exchange markets with enthusiasm. 


Speculators, by selling big, can drive down the value of a currency for 
their own benefit, buying in again when the currency bottoms out. In a 
small exchange market like Australia the process is easier, because not as 
much currency needs to be sold to bring about the effect. Not regarding 
themselves as bound by the ordinary rules of morality, the international 


‘players’ are unmoved if millions of people get hurt.*” The global monopoly 
greed game is rational, not sentimental. 


‘THOSE FROM WHOM WE BORROW’ 


The influence of the global money-lenders on the thinking of Australia’s 
policy makers was revealed recently when Treasury Secretary Ted Evans 
called for policies to promote stability in financial markets. Describing that 
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as the ‘prime concern’, he said it was to be achieved by ‘boosting confidence 
among foreign lenders’. He told the Sydney Institute that ‘those from whom 
we borrow to sustain our growth’ [shades of Horace Rumpole’s ‘she who 
must be obeyed’] needed to be convinced that Australia had ‘the right 
economic policies’ including a GST.** Right for whom? If ever there was a 
clear statement that the Australian government now fashions economic 
policy to please ‘those from whom we borrow’ rather than the Australian 
people, that was it. 


THE DOLLAR NOW 


The value of the Australian dollar can be affected now by almost anything: 
a rumour that global investor George Soros is selling Australian dollars 
through an investment bank in Singapore; an announcement by President 
Suharto of Indonesia that he would step down. On February 10, 1998 the 
dollar dropped in value because the US dollar appreciated ‘on the back of’ 
strong employment figures and comments from the Japanese Economic 
Planning Agency describing the Japanese economy as ‘stagnant’. 


The value of the dollar can remain stationary because ‘traders believe much 
of the positive sentiment about the dollar has dissipated, at least in the short 
term’, or ‘take the view that the dollar is in a consolidation pattern’, or 
“while the local market is waiting for Bureau of Statistics labour force and 
wages figures to be released’. Almost anything can send it up or down or 
keep it still, which is why unemployment and similar statistics are now 
routinely fudged: the government cannot afford to say one bad thing about 


the economy in case it spooks the speculators. 


GLOBAL ‘JITTERS’ 


On the 19th May 1998 the Reserve Bank (RBA) again was forced to intervene 
in the money market to prop up the Australian currency which had fallen 
for reasons quite unrelated to Australia, or its productivity. The RBA started 
buying the dollar at about US61.80c after it had fallen to a low of US61.70c 
in late New York trading. The RBA said it had intervened ‘in the normal 
pattern to provide the market with breathing room’. Nice turn of phrase 
these economists have. After moving into the market observers put the 
central bank’s total outlay at about $300 million. Later in the day the currency 
rose again when Indonesia’s President Suharto announced plans to hold 
parliamentary elections in which he would not stand.*’ 
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During June 1998 the dollar slipped to 57 cents against the US dollar due to 
some sort of activity by global speculators, again necessitating Reserve 
Bank intervention to prop up its value. Again on August 9, 1998, The Sunday 
Telegraph reported that the Aussie dollar ‘crashed below US60c mark in 
New York trading’ as ‘global jitters gripped currenty markets’. “A Sliding 


Japenese yen and fears that China might devalue its currency spooked 
traders around the world.’’® 


Even some of the speculators themselves are becoming jittery, understanding 
just how close to global deflation the whole system is. In the wake of the 
Asian collapse, global speculator George Soros called for dramatic reforms 
to limit speculative capital flows. Speaking at the World Economic Forum 
in Davos during 1998 he said: 


“The received wisdom of economic theory is that markets tend towards 
equilibrium. This may be true for the market for ordinary goods and services 
but it’s emphatically not true for the financial markets. Because equilibrium 
implies a pendulum which will always return to the same point however far 
you remove it from the equilibrium, it always comes to rest in the same 
place. That’s not how markets work. And we are witnessing such a process 
today. It was unleashed in Thailand and it’s not behaving like the pendulum, 
it’s more like a wrecking ball which is swinging from country to country 
and knocking over one economy after another. It’s scary because we don't 
understand what’s going on. I think it’s fair to say that nobody really 
anticipated the events which have unfolded...Market fundamentalism doesn t 
work. We have the IMF, the World Bank, the BIS, without them the system 
would have fallen apart already, but they were designed for different 
conditions so I think we ought to go back to the drawing board and do 
some serious re-thinking.”’* 


FRAUD MADE EASY 


The more deregulated foreign exchange trading is, the more it is vulnerable 
to fraud. There are a number of frauds, each of which drives the value of 
a currency up or down so that the manipulators can take advantage of the 
movement in value. There is the ‘golden circle’: a group of dealers get 
together and sell a currency back and forth between them, driving up the 
price. Then they sell and pocket the profit. Then there is ‘insider trading’: 
people working in the exchange markets letting select people know when 
large corporate orders to buy or sell are about to be placed so they can buy 
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or sell themselves accordingly. Then there is ‘screen pricing’: spreading 
misinformation, rumours which drive currencies up or down. 


There are a couple of results from all this: first is the leaking of government 
information ahead of time, particularly information likely to have an effect 
on the money market. Such leaking is now reportedly a disease. The other 
effect is that nobody in government can afford to tell the truth about the 
economy any more, for fear the markets will panic and drive the dollar 
down. 


Former royal commissioner Frank Costigan pointed out that under a 
regulated system there are at least some controls over the use of the banking 
system by organised crime. Under the old regulatory system applications 
had to be made to transfer large amounts of money into and out of the 
country, including a tax clearance certificate before money could be 
transferred to a tax haven. Not any more. A combination of deregulation, 
electronic transfer, and the linking of international financial markets twenty- 
four hours a day makes money laundering a breeze. This facilitates 


dishonesty and crime world-wide.” 


ENTRY OF FOREIGN BANKS 


The floating of the dollar was the first step in a deregulatory process which 
was to include the entry of foreign banks. The foreign banks, when they 
entered, faced a united front from the local banking oligopoly which made 
it difficult for them to break into the market, so they concentrated on lending 
large amounts of money for corporate mergers and takeovers. While itself 
contributing nothing to productive investment this tended to drive up interest 
rates making money for productive investment more expensive and 
contributing to the ‘recession you had to have’. ‘Rationalisations’ invariably 
followed the mergers, so that the ‘massive downsizing of the Australian 


workforce’ (see Chapter 2) began. 


THE FINANCIAL SERVICES INDUSTRY AGREEMENT 
(FSIA) 


On December 15, 1997, the media reported that “The Australian dream 
(whose dream?] of becoming the pre-eminent financial centre of Asia moved 
a step closer yesterday with the signing of a landmark global agreement 
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that will free from government control more than $88 trillion of financial 
services,” 


Australia signed this agreement (unnamed by the media, but it was the 
Financial Services Industry Agreement, FSIA) at the World Trade 
Organisation (WTO) in Geneva, thereby relinquishing government controls 
over the banking, insurance, asset management and stock broking industries. 
The agreement was intended to make it easier for global financial ‘players’, 
to penetrate markets where they had previously faced restrictions, 
particularly in Asia where governments placed limits on levels of foreign 
ownership and trade, and where local ‘players’ had been favoured over 
foreigners. Fifty-nine countries agreed to permit 100% foreign ownership 
of subsidiaries or branches in banking, and 44 agreed to allow 100% foreign 


ownership of subsidiaries or branches in securities firms. The globalisation 
process marches on. 


Trade minister Tim Fischer used the now-familiar sales pitch that “the 
Australian financial sector will be able to invest more easily, with more 
confidence, and more security in the Asia-Pacific region and across the 
world’. Mr. Fischer perhaps forgot that the ‘Australian’ financial sector is 
now at least 86% foreign owned. It might be physically in Australia, but it 
is not ‘Australian’. More to the point, the FSIA meant that the rest of the 
world could more easily exploit Australia. US, Japanese and Hong Kong 
officials also hailed the agreement, the US saying it should ‘help restore 
confidence in Asia’s troubled markets, improve money flow in Asia and 
boost world growth’. Within a month of that statement, three Asian 
economies collapsed. 


GLOBAL MELTDOWN 


On August 14, 1998, American syndicated columnist Patrick J. Buchanan 
warned that the Global Economy is careering toward disaster, and the 
globalists seem clueless about how to stop it. Total collapse of the global 
economy was being prevented only by IMF bailout packages of heavily 
indebted countries in Asia, Russia, Africa and Latin America, packages 
funded by taxpayers in developed countries including Australia. 


Asia’s mightiest economy, Japan, is shrinking, with repercussions right 
across the region. The value of the Japanese yen has fallen to an 8-year 
low, Tokyo’s stock market is 60% below its high of 10 years ago and 
falling, and Japan’s banks have something like $1 trillion in bad debts. 
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With the currencies of the rest of Asia devalued China is under pressure to 
devalue the yuan, But if China devalues, the peg that ties the Hong Kong 
dollar to the US dollar at a fixed rate of exchange will snap. Another sweeping 
round of devaluations will roll across Asia. Should that happen, Asian 
governments, unable to buy dollars to service their foreign debt, would 
default on loans, and Asian companies, unable to pay off dollar-denominated 
loans, would tumble into bankruptcy. 


In Russia, the latest $22.6 billion IMF bailout has failed to pull the country 
out of its crisis. Its stock market is down 80% in 10 months, and the yield 
on Russia’s debt is at 150%, meaning the country is on the verge of default. 
In Europe, the major stock markets have seen double-digit falls since mid- 
July record highs, with German banks, heavily exposed in Asia and Russia, 
hardest hit. A series of defaults across Asia, including Indonesia, could 
trigger a banking crisis in Japan and Europe that could cause upheaval in 
the European Union. 


In Brazil, stocks have fallen 20% in five weeks, and there is immense 
pressure for a devaluation there, so as not to lose export markets to Asia. If 
China and Hong Kong devalue, the Latin dominoes will be next to fall, 
although South Africa might beat them to it. As OPEC oil is priced in 
dollars, and Asia is both in recession and starved for dollars, world oil 
consumption has fallen along with oil prices. This is reducing the revenue 
to major oil producers like Russia, Mexico, Venezuela and Nigeria, with 
nothing to replace the lost income and their budget deficits have soared.*! 


According to globalists, the cure for the disasters of globalism is more 
globalism. A ‘mother of all bailouts’ perhaps, paid for by the world’s 
taxpayers. It is in this teetering, unstable, economic and social global 
experiment that Australia’s politicians have enrolled their country. Having 
sacrificed so much of the country’s economic assets and sovereignty on 
the altar of ‘interdependence’, and having presided over the amassing of a 
huge $225 billion national debt, Australia’s politicians have rendered the 
country helpless in the event of global economic collapse. 
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CHAPTER 5 


PRIVATISATION 


The other arm of economic rationalism, ‘privatisation’, really has nothing 
to do with genuine free market theory at all. Economic rationalism requires 
governments to ‘privatise’ all taxpayer-owned enterprises and public utilities, 
which means sell them to private interests, interests which invariably turn 
out to be TNCs and global investors. None of this is required by genuine 
free market theory, quite the opposite in fact. 


PRIVATISATION: BACKGROUND 


Privatisation began in 1984 when Britain sold the Jaguar car company, 
nationalised by the British government in 1975, back to ‘private investors’. 
Soon the whole world was privatising. Between 1985-88 over 50 countries 
had adopted some form of privatisation programme. The trend embraced 
governments of all ideologies: capitalist, socialist, even communist.” 


Brazil sold off a dozen state-owned companies in 1986, and listed another 
77 to follow. New Zealand sold its majority holdings in oil and gas producer 
Petrocorp and New Zealand Steel Ltd, raising a total of $1063 million. 
Between 1985 and 1988 Mexico sold 85 state-owned companies and put 
another 66 up for sale, including its national airline. Japan sold off its 
telephone system, and national railway. The French government was 
selling $28 billion worth of nationalised assets...26 enterprises. 


The reason for it all was said to be the ‘sudden realisation’ (everywhere), 
after 50 years of Keynesianism, that ‘most state-run enterprises were white 
elephants’, and needed to be propped up with tax subsidies. “Many of the 
industries nationalised by the socialists in 1982 will be returned to the private 


sector.” 


One immediately sees two fundamentally different types of organisation 
being lumped in together: government-run enterprises, and public utilities. 
The privatisation of enterprises run by the government but normally part of 
the private sector is unobjectionable from a social policy standpoint. There 
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are serious questions of social 
of public utilities. 
Genuine free mar 


cial policy however regarding the privatisation 
Economic rationalism demands the privatisation of both. 
ket economic theory requires the privatisation of neither. 


GOVERNMENT-RUN ENTERPRISES 


Nobel Prize-winning economist and jurist, Frederick Hayek, regarded as 
one of the world’s foremost advocates of free market economics,’ makes 
it clear that government-run enterprises are not inconsistent with a competitive 
market provided the government competes in the marketplace on the same 
terms as everybody else.* They are inconsistent with competition only if 
political power is used to give them an unfair competitive advantage, such 
as using taxpayers’ money to make up losses, or refusing licences to potential 


competitors. In the latter case it is the monopoly which is anti-competitive, 
not the government ownership of it. 


Even the Hilmer Report, concedes this: “The ownership of a business is 
not of itself a matter of direct concern from a competition policy 
perspective”’.° In other words privatising a government-owned corporation 


like the Commonwealth Bank (now sold) will not in itself increase 
competition. So why do it? 


PUBLIC UTILITIES 


Nothing in genuine free market economic theory requires a government to 
sell off public utilities. To the contrary, they were never regarded as being 
suitable for private sector ownership. Adam Smith himself referred to them 
as “‘...those public works which, though they may be in the highest degree 
advantageous to a great society are, however, of such a nature that the 
profit could never repay the expense to [private enterprise].”° 


According to Professor Hayek, public utilities need not be confined to the 
armed forces, the police and law courts. “Far from advocating such a 
‘minimal state’,” he says, “we find it unquestionable that in an advanced 
society government ought to use its power of raising funds by taxation to 
provide a number of services which for various reasons cannot be provided, 
or cannot be provided adequately, by the market.”’ Hayek then identifies a 
“wide range of such wholly legitimate activities which, as the administrator 
of common resources, government may legitimately undertake.” These 
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include sanitary and health services, water supply and general roads, and 
other essential services such as power systems 


So long as the social policy is that everybody is entitled to be able to afford 
essential services, it is not only proper for government to run public utilities 
it is preferable. There is nothing objectionable about the private sector entechts 
these fields in competition with governments, but if there is infrastructure 
involved, such as telecommunications networks, hospitals, rail networks 
and power grids, and the government divests itself of those things, then it 
can no longer ensure that social policy objectives are met. 


NO ECONOMIC JUSTIFICATION 


The privatisation of public utilities cannot be justified on economic grounds 
either. The Hilmer Report concedes that rail, electricity, gas and water utilities 
account for less than 5% of GDP.* Even if, as the Report claims (though it 
is unlikely), a 25% improvement in economic efficiency could be achieved 
through privatisation,” the overall return to the taxpayer would be 


insignificant. So why bother? 


NO SOCIAL JUSTIFICATION 


There is no social justification either. Australian Quality Control Consultant 
Jack Keavney, 1n a book on the privatisation of telecommunications, made 
a valid point: there are some industries where national interests are served 
more cheaply and efficiently by a publicly-owned enterprise, for example 
where it would drastically waste national resources to duplicate the basic 
infrastructure. He cited as examples roads, water, electricity grids and the 
telephone network. He was also concerned about the possibility ‘that 
Australia’s telephone network might be owned by anyone but Australians, 
to see it subject to the vagaries of the stock market, or operated by business 
barons at home or abroad, or subject to international politics or any other 
interests beyond the ultimate control of Australians.'” 


SO WHY PRIVATISE? 


The Hilmer Report, having failed to give any sort of credible reason for the 
sale of Australia’s public assets and utilities ended up saying the following: 


‘In recent years there has been a world-wide trend in favour of 
transferring ownership of hitherto public businesses to the private 
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sector’ [and even though there is no apparent benefit to the public}, 
‘Nevertheless there is evidence that privatisation may increase the 
efficiency of many businesses, which is consistent with the overall 
goals of competition policy’ .'' [Emphasis added]. 


In other words, the assets have to be sold because there is a world-wide 
trend, and the policy says they have to be sold. The world-wide trend is 
globalisation. The real goal of ‘privatisation’ is to achieve precisely what 
the policy is achieving: transferring all economic assets of any significance 
located in Australia, including public assets and utilities, out of the ownership 
and control of Australian nationals and into the hands of international 
corporations and investors. There is to be no Australian-owned national 
economy, and the fraudulent policy of ‘privatisation’ is one of the ways the 


Australian government can assist the engineers of globalisation to achieve 
that goal. 


PRIVATISATION BONANZA 


Economic rationalism requires the progressive sale of all Australia’s public 
assets and utilities to transnationals and global investors. Major privatisation 
sales since 1990 have been: Telstra, airports, the Commonwealth Bank, 
SGIG Insurance, Citipower (Vic), Powercor (Vic), Eastern energy (Vic), 
Solaris Power (Vic), SA Water, BankWest (WA), United energy (Vic), Qantas, 
BankSA, State Bank (NSW), Tancorp (Vic), Moomba-Sydney Pipeline (Cth), 
Commonwealth Serum Laboratories, Gladstone Power (Qld), State 
Insurance Office (Vic), Government Insurance.'” Everything has to go 
including ANL shipping, the Transcontinental ‘Ghan’ Railway, the CSIRO 
and ultimately the Snowy Mountains Scheme. The only restriction is that 
they not be sold to Australian consortiums, no matter how attractive the 
bid. As a result of this policy, and before too much longer, not one economic 
asset of any significance on the Australian continent will remain within the 
Ownership or control of Australians. That is the aim of globalisation. 


Some of the excuses given by the media for the sale of these assets have 
been quite bizarre. In an article entitled ‘Share buying bonanza drives sell- 
offs’, The Australian newspaper of December 30, 1997, claimed that the 
Telstra float had “cemented Australians’ love of share market investment, 
setting the scene for a new wave of public-sector floats in 1998". In other 
words, the government was privatising public assets only because 
Australians just love owning shares. The Telstra sell-off ‘had lifted the 
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number of adult Australians owning shares to one-quarter of the population’, 
according to the Reserve Bank (RBA), the implication being that the 
proportion was going to continue to rise. The idea that some people might 
not be interested in investing in share markets is incomprehensible to a 
government and media intoxicated with the monopoly capitalist ethic. In 
the globalised economically rationalised world of ‘players’, the only ‘winners’ 
permitted are those willing to play the game. 


The Reserve Bank in its December Bulletin said the value of privatisations 
by federal and State governments since 1991 had now topped $61 billion. 
The proceeds of Australia’s privatisations were second only to Britain in 
dollar terms, and second only to New Zealand as a proportion of gross 
domestic product, citing as examples two other former nations reduced to 
neo-feudal status by economic rationalism. 


In the four-stage privatisation programme that began under Labor in the 
early 1990s, the Commonwealth Bank had delivered almost $8.2 billion to 
federal government coffers. The value of public-sector businesses sold to 
the private sector in the current financial year was estimated at $24 billion, 
with the Federal Government’s share of that total boosted to $19 billion by 
the one-third sale of Telstra. The RBA said ‘equity markets had been a 
major winner from the push to privatise public-sector assets’. 


The losers have been the majority of Australians who once had a stake in 
those assets, but who have no inclination to play the stock market, or do 
not have the money to do so. As for Mr. Howard’s claim to be turning 
Australia into the ‘greatest share-owning democracy in the world’, there 1s 
nothing democratic about taking assets which once belonged to all Australians 


and selling them back to 7% of them. 
THE ‘MUMS AND DADS OF AUSTRALIA’ 


When Margaret Thatcher began privatising once-nationalised British 
industries during the early 1980s the myth was invented that they were 
being bought up by the employees. It was dubbed ‘popular capitalism’. 
The Readers Digest described it as ‘Karl Marx’s dream (workers owning 
factories) coming true’, yet instead of revolutionary socialist governments, 
‘it was free-market privateering governments who were making it areality’. 
So the story went.'* The idea that British industries are now owned by the 
workers is nonsense. It was pure privatisation propaganda. 
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The same stunt had been pulled in America previously. Michael Tanzer 
writing in the book ‘The Sick Society’, referred to it as the “widely 
ballyhooed ‘people’s capitalism’ .'* While it was boasted during the early 
1970s that 30 million Americans owned shares in corporations, proving 
that ‘everyone was a capitalist’, Tanzer referred to authoritative studies 
which showed that 40% of all the corporate stock in the entire country 
was owned by just 75,000 individuals. 


The peculiarly Australian version of the propaganda is that ‘privatised’ public 
utilities are now owned by ‘the mums and dads of Australia’. “We are al] 
capitalists now, with 1.2 million Australians buying about $8 billion of shares 
in Telstra’, gushed the editorialist in the Sydney Morning Herald the day 
following the Telstra float. The same editorialist, presumably serious, then 
predicted the dawn of the millennium: 


“the implications of a shareholding Australia [might] be seen by 
historians as one of the more important sociological developments 
in Australia in the last decade of the 20th century....[and] involve 
repercussions across the life of the nation, touching the future of 
the trade union movement, the shape of welfarism and even specific 
policy outcomes on matters such as the care of the aged and the 
young.” 


The idea that privatised public utilities are now ‘owned’ by the ‘mums and 
dads of Australia’ is simply not true. Certainly some ‘mums and dads’ buy 
shares, but they soon grow tired of being ‘players’ and sell them. Not only 
that but they have a habit of dying and leaving their shares to others who 
then sell them. The private human being lacks the perpetual succession of 
the corporation. Furthermore, ownership of shares in the expectation of 
making a bit of a profit is quite distinct from going to shareholders’ meetings 
and exercising voting rights, even by proxy. Ownership of shares does not 
necessarily imply control. Whatever the case, privatised corporations are 
soon owned and controlled by global big business and finance. The ‘mums 
and dads of Australia’ are a hoax. 


PRIVATISATION OF TELECOMMUNICATIONS 


The fact of life in telecommunications is that long distance calls are 
profitable, while local calls are not. The other fact of life is that the bulk of 
long distance calls, around 80% of them, are made by business, particularly 
big business. Government monopoly phone companies, as Australia’s Telstra 
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used to be, operating on a ‘service’ not ‘profit’ motive, cross-subsidised 
focal phone services with revenue from long distance operations. This met 
the social policy objective that in the modern era everybody should be able 
to afford a telephone, rich or poor, including people in remote areas. In 
Australia these were called Community Service Obligations (CSOs) and 
Telstra was required to meet them as a condition of its monopoly. 


The aim of ‘privatisation’ is to get the telecommunications carrier out of 
government hands so that cross-subsidisation can be abolished, the cost of 
long distance business calls reduced, and profits made out of the public by 
hiking the price of local calls. Win, Win, Win, for big business. Lose, lose, 
lose for the public who invariably pay more for local calls, and some of 
whom will be unable to afford the cost of a phone at all. 


Private firms (unless they are a regulated monopoly) by their very nature 
do not cross-subsidise to provide universal service. Boards of directors, 
flush with the economic rationalist ethic, claim that it is the responsibility 
of governments to achieve national social objectives, not theirs. Fine, but 
to do so a government needs to own a telecommunications network. Once 
it sells it, how are the social objectives to be achieved? The short answer is, 
they are not. After the full sale of Telstra, country people will suffer worse 
services at higher cost, while many low-income households will be forced 


to do without a telephone altogether. 


TELECOMMUNICATIONS: THE AMERICAN ROAD 


Until 1984, America’s telephone system was dominated by a large private 
monopoly, American Telephones and Telegraphs (AT&T), commonly known 
as the Bell System. It worked fine. During the 50 years preceding the 1984 
breakup, the real price of telephone services had actually gone down 60%. 


Then on January 1, 1984, the Bell System was broken up and ‘privatised’ 
in the interests of ‘greater competition’. AT&T was made to sell its 22 
operating companies.’ The cost of the divestiture itself exceeded $1 billion, 
in legal and consultancy fees, all of which had to be paid by the consumer. 
The breakup of the Bell System has come to mean two things: confusion 


and higher rates. 


The first result was that telephoning became more difficult. AT&T had 
provided an environment in which all services, long distance and local inter- 
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connected freely with each Other, maki 
there were 1,200 separate operating companies, each of them with different 
prices, some with universal access, some without. Telephoning in the US 
is now so complicated that consumers have to receive a constant stream of 
material explaining a ‘bewildering array of changing rates and services’ 


ng telephoning easy. After 1934 


In telephoning across the country numerous companies may be involved. 
Even to call Monterey from San Francisco (about 100 miles), involves 3 
companies. There are State Regulators as well as the Federal 
Communications Commission. Regulations and prices differ from state to 
state. Different states permit varying degrees of competition. The cost of 
regulating this ‘privatised’ system are enormous, and a special administrative 


giant, the Federal Communications Commission (FCC) was created just 
for that purpose. 


Before privatisation AT&T had applied ‘cross-subsidisation’: long distance 
calls, which were more profitable, were used to subsidise local calls, which 
were less so. Although it was a private monopoly, AT&T accepted the 
economic burden of cross-subsidies as condition of its being granted 
monopoly status. After privatisation the FCC embarked on a ‘radical new 
pricing programme’ to reduce the cost of long-distance calls, 80% of which 


were made by business, and to recoup the losses by increasing the cost of 
private local calls. 


Where once business subsidised the consumer, now the consumer was to 
be made to pay so all businesses could have cheaper long distance calls. 
Win, win, for business. Between the breakup in 1984 and 1990, local call 
charges had risen by 46%, more than double the rate of inflation. On the 
other hand long distance rates had been reduced by 40%. Says Jack Keavney, 
‘One immediate consequence of freer competition, then, was the creation 
of a telephone Trojan Horse. Industry and Federal Regulators had concealed 
an intended assault on residential charges in favour of pricing policies from 


which businesses have been the main beneficiaries ....L worldwide] that 
was the universal result of network competition.’ !” 


T gunarising the American situation in 1990, Keavney said: Despite the 
7 . “Ompanies now operating, the US does not have true competition at 
’ - Despite all the fuss and cost, AT&T still carries the bulk of the lone- 

stance traffic, If competiti 


on had led to anything it was greater variety j 
. ariety in 
Pricing rather than Cheaper calls and new Services. 
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LIFELINE 


To deal with the people for whom a phone was now too expensive, a 
taxpayer-subsidised scheme called ‘Lifeline’ was introduced. But to qualify, 
at least in some states like Texas, recipients had to be over 65, living below 
the poverty line, and disabled. Even so, the scheme was not working. 


By the end of June 1989, only 23 states out of 50 had been certified to 
provide the services, and recipients had to go through a complex, stigmatising 
process in order to quality for benefits. Not surprisingly, dispersing $42 in 
benefits to a household cost $70 in administrative costs in states such as 
Maryland. By 1990, of the 11 million people who should have been getting 
a phone under the scheme, 3 million had no phone at all, 6 million were still 
paying normal rates, and only 2 million were receiving relief. 


DIVERSIFICATION 


With deregulation there is nothing to stop the operating companies 
diversifying into areas unrelated to telecommunications. ‘Business Week’ 
estimated that in 1985 the Regional Companies spent $1.2 billion acquiring 
real estate, financial services, software publishing companies and the like, 
at the risk of neglecting their basic function, and using monopoly telephone 
revenues to cross-subsidise competitive activity in these other businesses. 
That was 1985. Since then the number of outside ventures has escalated 


out of sight." 
BRITISH TELECOM 


The British did in 1984 what Australia has done since, or partly so: privatised 
their publicly-owned carrier (British Telecom), and licenced a competitor 
(Mercury). According to Margaret Thatcher it was going to give the British 
public lower prices and higher quality, and to give the employees and public 
shares in the enterprises (the old ‘popular capitalism’ and “mums and dads 
shareholders’ sell). These objectives proved to be mythical, of course. The 
employees failed to buy enough shares to be decisive in influencing company 
policies. Ultimate power ended up in the hands of relatively few institutions 
and individuals." 


To oversee the ‘competition’ the Office of Telecommunications (OFTEL) 
was created. Again, the competition was not real, but limited and regulated 





84. Globalisation : Demise of the Australian Nation 


_™ aa 


competition at best. Bureaucrats would still decide how it would all work in 
practice. Again the cost burden was shifted onto residential users as the 


companies concentrated on the lucrative business market at the expense of 
residential services. 


All sorts of handicaps were placed on British Telecom, including the 
requirement that it provide universal service at standard prices. Mercury 
could pick and choose the services it regarded as economically viable, 
namely the business subscribers. This meant that the majority of citizens 
still had to deal with a monopoly for their telephone services, and gained no 
benefit at all from ‘competition’. ‘Cream-skimming’ (of the profitable end 


of the market) by Mercury was built into the British Government’s version 
of network ‘competition’. 


Faced with this handicap, British Telecom was forced to raise the cost of 
its residential services. Residential users now bear the burden of skewed 
competition. Local calls in the UK are considerably higher than in Australia. 
British household telephone users are paying more so a business minority 
can pay less. 


The point is: jettisoning the ‘service’ motive of the public enterprise and 
replacing it with the ‘profit maximisation’ motive of business dramatically 
changes the priorities. Keavney raises two questions, though in different 
words: (1) Are profit objectives compatible with national (social policy) 
objectives? (2) Should something as vital to social and economic policy as 
the telephone network ever be in private (non-accountable) hands? 


He concluded that in 1990, ‘privatisation’ of the British system had resulted 
in higher prices for most users, inequitable distribution of the economic 
and social benefits, and no quantitative evidence of improved quality. 


CANADA 


Most Canadians were happy with their telephone service and did not want 
it privatised. The Canadian government privatised it anyway. According to 
Jack Keavney, ‘A dogma-driven government wanted it....and big businesses 
wanted it.’?? He almost had it right. Big businesses wanted it, and a big 
business-driven government wanted it. The ‘dogma’ is there for the show, 
to give the general public the impression the government meant well but 
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Was ‘driven by dogma’, a ‘dominance of economic ideology over empirical 
evidence’. The reality is that governments in debt have no choice but to do 
what they are told. When the international bankers own both big business 
and the government, the government will do what’s best for big business. 


A Report prepared by a Canadian task force found evidence that privatisation 
would result in lower quality service for people in low-density, high cost 
areas due to decreases in maintenance and system investment, and higher 
rates relative to subscribers on more profitable routes attractive to 
competitors. This was based on the actual experience in the US and Britain. 
A union official hit the nail on the head when he said, ‘The biggest 
players....major banks, oil companies, etc.,...want lower long distance rates, 
competition, etc., with little regard for the public’s concerns.’*' The winners 
will be 10% of Canadians, primarily large business users of long distance 


services. 
DESPERATE TO PRIVATISE 


Back in Australia politicians are resorting to wild claims in order to push 
through privatisations in the face of mounting public resistance. The 
Australian 18 July 1998 reported that Treasurer Peter Costello and 
Communications Minister Richard Alston were conducting a ‘strident 
campaign’ to win public support, and to ‘lock in wavering Coalition 
backbenchers’, for the full privatisation of Telstra. That campaign included 
the false claim that other comparable countries have taken the same step: to 
transfer ownership of the public-sector phone company completely into 


private hands. 


“Every man and his dog has gone down that path and the only crowd that’s 
left is North Korea,” Senator Alston told the Senate. Mr Costello put the 
same argument on ABC radio’s AM program. “There 1s no reason why 
governments should be investing their money in phone companies,” he 
said. “It’s not in the US; it’s not in England; it’s not in Europe; it’s not in 
Asia.” In fact in only four of the OECD’s 29 member countries....the US, 
UK, Canada and New Zealand....are the telecommunications network 
operators fully privately owned. In the majonty of cases throughout the 
industrialised world, including Japan, the countries of eastern Europe, France 
and Germany, partial privatisation is the norm.~ 
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END OF CROSS-SUBSIDISATION 


Within 12 months of its partial privatisation complaints were coming in 
from Australian country areas that Telstra’s services were deteriorating. 
Then on 28 July 1998, The Australian newspaper under the heading ‘Telstra 
reviews global plan’, it was revealed that Telstra would be forced to re- 
evaluate its global expansion strategy after US phone giant AT&T announced 
plans to disband its WorldPartners international alliance at the end of 1999. 


Telstra apparently had money to invest in global markets, but not in the 
Australian country market. 


Analysts believe Telstra will eventually be forced to invest heavily overseas 
to continue its earnings growth as local income comes under pressure 
from new competitors. But it should be noted that such competition will be 
for the profitable end of the market. No ‘players’ will want to know about 
unprofitable country services. Any ‘player’ which did would be dooming 
itself to extinction. Already, while the bush goes wanting, Telstra has made 
investments in Indo-China, Indonesia, India, Sri Lanka and China, and has 
offices in nine Asian countries, the US and the UK.” 


Prime Minister Howard has been making noises to the effect that he will 
force the new owners of Telstra to fulfil the government’s social policy 
objectives. His assurances should be taken with a grain of salt. Apart from 
anything else, the imposition of such a condition will be rendered illegal by 
the MAI which his own government still intends to sign. 


PRIVATISING KOREA 


The now-familiar pattern of inducing a country into debt then precipitating 
a currency crisis warranting a ‘rescue package’ which includes opening 
up the country to international exploitation is seen in the recent case of 
South Korea, previously touted as an example of a successful “Asian Tiger’. 
The IMF ‘bailout package’ required the privatisation of the Government's 


stakes in corporations such as Korea Electric Power, Korea Telecom, Korea 
Tobacco and steel maker Posco.™ 


South Korea’s Planning and Budget Commission said it would privatise 11 
State-owned corporations before 2002, but it was still trying to place limits 
on the degree of foreign ownership it would permit. An Australian source 
in Seoul said the shareholding limitations on the companies bein g privatised 
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remained an impediment to their sale. The global investors want the lot. 
Even so, there had been considerable interest from multinational tobacco 
companies Phillip Morris, BAT and Japan Tobacco in Korea Tobacco and 
Gingseng Corp, while Korea Electric Power, known as Kepco, was being 
looked at by US utilities. 


Internationally, much of the privatisation interest had centred on the national 
phone company Korea Telecom, currently 71.2% owned by the Government. 
About 18% of the Government’s shareholding is to be sold to foreign 
investors between now and 2000. The Korean Government said the foreign 
ownership cap for Korea Telecom would be 33%, but would rise to 49% 
next January for other telecommunications companies such as SK Telecom 
- Korea’s largest mobile phone company - and Dacom. How much longer 
Korea can maintain these limits on foreign ownership remains to be seen. 


Another of the early developments of the Korean ‘bailout’ was the sale of 
35% of Daewoo Motor Co. to American General Motors, in return for 
which Daewoo was ‘allowed’ to buy a 50% stake in Britain’s LDV,” which 
makes Pilot and Convoy vans. The GM deal was said to be ‘one of the first 
high-profile tests of South Korea’s recent policy of increased openness 
[read debt-induced change of heart] toward overseas investment’. 


PRIVATISING INDONESIA 


Debt was again used to bust into Indonesia while ‘privatisation’ was the 
device used to break up the government ownership and regulatory barriers 
which traditionally had prevented the TNCs and investors from incorporating 
Indonesia into their globalisation plans. The spin off for the transnationals, 
as can be seen below, is that they are now able to buy large enterprises for 
a fraction of their real worth. 


Indonesia and the International Monetary Fund (IMF) agreed to sell up to 
half of the government’s stake in several massive enterprises to ‘help boost 
foreign exchange reserves’, which at US$16 billion were ‘dangerously low’. 
Several large companies from the United States and Europe were interested 
in buying stakes in the state-owned enterprises, which made up about one- 
third of the shares sold on the Jakarta stock exchange, according to 
Indonesian Finance Minister Fuad Bawazier after meeting with President 
Suharto in Jakarta. 
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The sales were aimed at taking advantage of the growing interest of American 
and European companies in buying Asian enterprises whose stock had fallen 
by half or more in value because of the region’s financial crisis. A survey 
of the largest US companies found that nearly two thirds were eying 
acquisitions in Asia. The IMF originally directed Indonesia to sell shares in 
12 state run monopolies in its January 15 letter of agreement signed by 
President Suharto. The companies control domestic and international phone 
services, the mining of tin, and the manufacture of cement. The sales were 
‘needed to boost Indonesia’s depleted foreign currency reserves, which 
the nation needs to defend the rupiah and pay foreign debts’. The revenues 
also would help trim the government’s ballooning budget deficit. 


Hubert Neiss, the IMF’s Asia Pacific director, said discussions he had been 
holding with Indonesia’s central bank on interest rate policy and banking 
reform were close to complete. But the most nettlesome issue in the 


negotiations....repayment of $74 billion of loans Indonesian corporations 
took out from overseas banks....is unresolved, he said.”° 


PRIVATISATION AND ‘GLOBALISATION’ 


The two main arms of economic rationalism are ‘deregulation’ and 
‘privatisation’. The purpose of deregulation is to force smaller nationally- 
owned businesses to compete with huge TNCs in the national economy on 
a phony ‘level playing field’ in which the stronger cannot lose, the ultimate 
effect of which is to enable TNCs and international investors to buy up and 
‘rationalise’ nationally-owned businesses and destroy potential competitors. 


The purpose of ‘privatisation’ is to transfer ownership and control of all 
publicly-owned assets, including essential services, out of the ownership 
and control of national governments into the hands of internationalists. 
There is to be no Australian-owned national economy, and the fraudulent 
policy of ‘privatisation’ is one of the ways the Australian government can 
assist the engineers of ‘globalisation’ to achieve that goal. Again the language 


of ‘free market economics’ is used to conceal the real nature of the 
‘globalisation’ process. 
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CHAPTER 6 


ECONOMIC GLOBALISATION: 
THE RESULTS 


FIRST, THE GOOD NEWS 


In the interests of fairness, it must be conceded that economic rationalism 
has shown some benefits, and here they are. According to Dennis Shanahan 
in The Australian newspaper of August 5, 1998, the poor reputation of 
economic rationalism is the result of ‘scare campaigning’ by ‘opponents of 
reform’. His words are worth quoting at length: 


“In the past year just as political scare campaigns on competition 
and imports have taken hold in the electorate, encouraging opposition 
to reform of all kinds, ordinary Australians have been reaping 
everyday benefits from the competition.... The latest consumer price 
index figures....show there is a direct and positive link between the 
reviled economic theories and supermarket economics....Of course 
these daily gains for consumers have come quietly and at a cost, 
sometimes a terrible cost, in jobs in certain industries....But there 
have been gains. When opponents of reform use scare campaigns, 
making economic rationalism a dirty word and claiming there is no 
gain, they ignore the greater good. Low inflation and cheaper 
food....One Nation’s scare tactics on competition policy should not 
be allowed to derail the platforms of the major parties away from 
good governance.” 


Now here are the actual ‘everyday benefits’, the ‘greater good’ ‘ordinary’ 


Australians have been ‘reaping’ from the ‘competition’, the bounty of ‘good 
governance’: 


Pork was 3.8% cheaper and poultry was 1.5% cheaper in June than in 
March because of a ‘surge in imports’ from Canada and Denmark, and 
Over-production at home’ [‘over-production’ which was the direct 
result of the surge in imports; if it had been over-production in its own 
right, it would have brought the prices down anyway. Furthermore 
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there is no guarantee that those prices will continue to come down, 
particularly as Australian pork producers progressively cease production. 
Economic rationalist theory insists that producers will continue 
to produce even when it is not longer profitable]. 


¢ Cheese prices had also fallen ‘sharply’ (sic) over the previous 12 months, 
by 2.1%. This was ‘courtesy of stiff competition from New Zealand 
and a local production boom’. [Of course it makes good economic 
rationalist sense to have stiff competition from New Zealand when you 
have a ‘local production boom’ J. 


¢ Clothing prices fell by a whopping 0.1% in the 3 months to June ‘under 
intense price pressure from cheap imports and a slowing of demand as 
consumers were ‘switching gradually from goods to services as their 
incomes rise steadily’. [There must be some economic rationalist principle 
which says people wear less clothes as their incomes rise. And whose 
incomes are rising? ]. 


© The other “big winners from more open markets” were new car buyers. 
Significantly no figures were quoted so they could not have been too 
impressive, but the ‘trend’ was supposed to have been ‘downward’, 
except for the March 1998 quarter when the prices rose 3.1%. Imports 
again were the big winner, with Hyundai outstripping the traditional 
market leader, Holden, for the first time. 


As for the rest of the ‘greater good’, overall food prices increased during 
the previous 12 months. Significantly the price of ice cream, soft drinks 
and lollies were among them. Why significantly? Because economic 
rationalists said that the abolition of the sugar tariff (see Chapter 8) would 
make them cheaper. According to another paid apologist for economic 
rationalism, Ian Henderson, the cost of living had increased, “but only by a 
fraction’. 


So much for the greater good and for propaganda masquerading as 


‘journalism’. As for Mr. Shanahan’s ‘terrible cost’, it sure is: a nation in 
return for a few cheaper consumer goods in the short term. 


WORLDWIDE TRENDS 


The results of economic rationalism world-wide are becoming clear: 
increasing concentration of wealth in the wealthy 20% of society, with the 
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remainder sliding into poverty; a widening gap in wealth between rich and 
poor; increasing global unemployment, with an increasing component of 
long-term unemployed; an increase in part-time employment which lacks 
the security and flow-on benefits of full-time employment; increasing reliance 
on the small business sector for whatever job creation there is; escalating 
social problems as workers are laid off from the big business sector; 
increasing youth hopelessness, and youth suicide rates; a general community 
obsession with economic survival, ‘the job’ and earning a living as the end 
in life rather than the means. 


All of this has been accompanied by further concentrations of capital: big 
business is getting bigger, with huge amounts of money being spent on 
mergers and acquisitions. This has been accompanied by either spectacular 
profits or spectacular losses and a media obsession with the ‘confidence of 
investors’ and financial sector ‘players’, while ignoring escalating social 
problems. 


THE LIES: ‘RISING LIVING STANDARDS’ 


From the people’s point of view, though not that of big business, the results 
of economic rationalism have been a disaster worldwide. Professor Paul 
Ormerod writes: “The world economy is in crisis. Unemployment in Western 
Europe rises towards the 20 million mark. America faces the deep-seated 
problem of twin deficits, the federal budget and the balance of trade. Vast 
tracts of the former Soviet empire are on the brink of economic collapse.” 


In the last 30 years, the richest 20% of the world’s population have increased 
their share of world income from 70% to 85%. The share captured by the 
poorest 20% has declined from 2.3% to 1.4%. Noam Chomsky writes that 
in America, big business makes record profits while the country leads the 
developed world into growing poverty, and this is confirmed by other 
sources. US income disparity is the worst among all developed countries. 
Since 1967 the income captured by the wealthiest 5% of families rose from 
16.4% to 20.1% while the income captured by the poorest 5% of families 
dropped from 5.4% to 4.2%. Between 1976 and 1993 the top 1% increased 
its ownership of total US saleable assets from 22% to 42%.3 Associated 
Press reported on 10 August 1998 that 30% of Americans at any one time 
are now living below the poverty line.‘ Six million children in the US, 25% 
of the population under 18, now live below the official poverty line. 
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The real median earnings of full-time U.S. workers is declining at the rate 
of 0.7% a year for men and 1.5% for women. While the Clinton 
Administration touts job creation, the four occupations with the greatest 
numerical increases are cashiers, janitors, retail clerks, and waiters. At the 
same time the Chief Executive Officers (CEOs) of TNCs are being paid 
increasingly extravagant remuneration packages. In 1960 the typical CEO 
earned 41 times the salary of a typical worker. Today it is 157 times.° 


Privatisation of the American welfare system is causing increasing misery 
for children and the aged, and uncertainty for people of all ages. Britain 
now has proportionately more children living in poverty than any European 
country apart from Portugal and Ireland, and the proportion is rising faster 
than any country in Europe.’ By 1996, an estimated 20% of New Zealanders 
were living below the poverty line. A 1995 Joseph Rowntree Foundation 
study found that among 18 comparable countries, between 1979 and 1995, 
New Zealand had the fastest growing income disparity. 


In Australia, research has shown that the economic position of the upper 
30% has improved, that of the bottom 20% has marginally improved because 
of welfare, while the middle 50% has been losing ground. A Melbourne 
University study released by the Governor-General early in March 1998 
found that 5.5 million Australians (30% of the population) now live below 
the official poverty line. Research has revealed that 32% of the Australian 
population over 20 years of age are now dependent on a pension or benefit 
as their primary source of income....one in three voters. An incredible 43% 
of Australian children are now growing up in families classed as ‘working 
poor’, or in families that are on welfare.° 


The proportion of Australians living in a single income family is in decline, 
falling from 23% of households in 1982 to 14% ten years later. While there 
are a number of reasons for this, one is that families can no longer survive 
on the earnings of one bread-winner. Again studies have found that in their 
prime income earning, family formation and home buying years, over halt 
of Australian men either cannot support a family or can do so only if their 
wives enter the workforce.’ 


The Australian media during July 1998 tried to convince the public that 
Australia’s economic decline was imaginary, that the average wage was 
still $712 per week, $35,000/year. It was a hoax. The figure quoted was 
the average wage for full time adult work. By that time 1 in 4 jobs (26%) 
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had been down-graded to part-time. The average wage for part-time work 
was $420/week which, when factored in, meant the real average wage 
geross the board was closer to $598/week.'? Even that is too high: not all 
full-time work is paid at the adult rate. The average wage in Australia in 
July 1998 was something under $30,000/year and falling. 


Research by Monash University’s Centre for Population and Urban Research 
has found that in major cities like Melbourne and Brisbane, 18% of men 
aged 25-44 earn less than $15,600 a year, another 33% had total incomes 
of $15,600-332,000, while in country Victoria 23.5% had incomes of less 
than $15,600.'! The ‘average’ Australian on $35,000 a year is a government- 


media myth. 


Part of the decline in living standards has been due to the conversion of 
full-time jobs into part-time jobs. Over the past decade 1.8 million ‘new’ 
jobs have been created in Australia of which 1 million are part-time. Part- 
time jobs have lower ‘on costs’ and provide greater flexibility for employers. 
On the other hand they pay less and are less dependable, so that the chances 
of buying a home on part-time work are pretty slim. 


Australians would be in an even worse position had the country not been 
maintaining its living standard on borrowed money. By July 1998 the national 
debt was $225 billion and rising. In November 1995 the influential English 
political weekly, the London ‘Economist’, described Australia as “‘a Third 
World country with a First World standard of living”, and predicted that an 
economic collapse like the one seen recently in Mexico was inevitable before 


too long.’ 
THE THIRD WORLD 


Economic rationalism has turned Third World countries into huge private 
farms for TNCs and foreign investors, who commandeer the best land, 
exploit the cheap labour, and poison the countrysides. Insistence by the 
IMF that Third World countries grow cash crops for export instead of 
food for local consumption has created a Third World dependency on the 
developed world, while millions are dying of starvation in countries which 
simultaneously show record harvests.’ 


The cheap labour of the Third World poor is further exploited in so-called 
‘free trade zones’ where government-protected TNCs set up sweat shops 
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to produce manufactured goods for e 
Child labour is being exploited. S] 


Xport to affluent First World cowmeries. “ 
The plight of the Third World js 


anery IS a growth industry in the Sudan.” 
Considered further in Chapter 9. 


‘INCREASING EMPLOYMENT 


. iic rationalists promise ‘j “a 

Econon P ESE cased employment Opportunities for the 
community as a whole’. After fifteen years there is no Sign of therm vet 

The Australian Bureau of Statistics (ABS) has admitted that the true demand 
for work is much higher than the official government statistics claim. In 
1997 it estimated that against an official unemployment figure of 800.300 

the number of Australians unemployed and wanting to work, or employed 
part-time and wanting more work was almost 2.5 million, which is 25% if 
there really are 10 million in the workforce. 


Lying about real unemployment has become a government artform 
worldwide. The Conservative government of John Major fiddled the Statistics 
by redefining what constituted an unemployed person more than 30 times." 
America too is fudging its unemployment statistics.'” In Australia a person 
is classed as ‘employed’ if they work one hour a week or more. Another 
device seems to be to inflate the ‘workforce’ to the total of those in the 
population who are of working age, then introduce a figure called the 
‘participation rate’, defined as those of working age who are actually 
‘participating’ in the workforce. Typically the participation rate is around 
63%. If there are 800,000 unemployed, that can represent 13% on rea 


workforce figures, or 8% if the theoretical workforce and ‘participation 
rate’ are applied. 


Long term unemployment is also increasing. In December 1997 the 
Australian Bureau of Statistics found that 33.6% of unemployed people had 
been out of a job for more than 12 months, and that figure had increased 
from 30% eighteen months previously.'® The problem is not confined te 
unskilled workers. The jobless rate of graduates from various universities 
ranges from 14.2% to 36.1%. Excluding computer science graduates. 4% 
of those with a basic science degree where still seeking work 5 months 
after graduating.’ Big business and government (downsizing in preparation 
for privatisation) are shedding about 300,000 full-time jobs a year, or about 


500,000 when part-time work is included, according to a Sydney 
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Australian manufacturing has suffered the largest decline in output of any 
OECD country. It now has the smallest manufacturing sector relative to 
the size of its economy of any OECD nation except Greece. It declined 
from 24.8% of GDP in 1973, to 14.3% in 1994, wiping out 420,000 jobs in 
20 years. 


Unemployment is Europe is around 14%.”' Workers in South Korea recently 
went out on strike to protest mass layoffs by the country’s two leading 
auto manufacturers. Hyundai planned to sack 2678, and Daewoo nearly 
3000 workers. 


‘IMPROVED CONSUMER CHOICE’ 


Economic rationalism is reversing the general trend of the post-World War 
II period, when mass production was tending to lead to mass consumption, 
increasing the range of goods and services affordable by everybody. Because 
it excludes social policy considerations (that in an affluent civilised society 
everybody should be able to afford the products and services) from the 
economic equation, big business policy is now to court the best paying 
customers at the expense of the rest. To maximise profits the corporation 
gets rid of unprofitable services and unprofitable customers, and competes 
with other oligopolists for the most profitable end of the market. It is known 
as ‘skimming’ (the cream). 


‘Downsized’ corporations apply the 80-20 rule: that 20% of customers 
usually generate 80% of profits, and they are the ones to concentrate on. 
Customers are classified as ‘high-end’ or ‘low-end’, according to how 
much they spend, and in the race for profits the company that gets the 
most high-end customers wins. The losers are the 80% of people classified 
as low-end customers. Consumer choice may increase for the 20% of 
‘high-end’ consumers, the middle 60% have to put up with reduced choice 
and increased charges, while the bottom 20% run the risk of having no 
choice or service at all. This scenario is assisted by the proven tendency of 
economic rationalism to concentrate wealth in the top 20% of the population 
to the detriment of the rest. 


EXAMPLES OF ‘SKIMMING’ 


America’s second-largest bank is increasing the minimum balance for a 
Standard, no-fee checking account to $6,000 in New York and $7,500 
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elsewhere. Executives say the aim is ‘to enco 


; urage customers to 
business with the bank’, : do more 


but the move effectivel 
| | y drives away small 
customers. Certain banks are offering high-end customers substantially 


better interest rates on personal loans and other products than low-end 
customers.” 


In the American airline industry the highest-paying 10% of travelers account 
for almost half of airline revenues while the lowest-paying 50% account 
for a mere 5%. Consequently, airlines are reducing the size of economy 
class cabin space to make room for more first-class seats. Services and 
comfort to economy class flyers have been cut back. Leg room in economy 
class has been reduced 15% by some airlines. Lower-fare passengers are 


permitted only one carry-on bag while full-fare business passengers continue 
to enjoy the traditional two. 


American telephone industry studies show 5% of accounts generate 50% 
or more of profits. Big business long-distance calls are the profit makers. 
The other customers, the 15 million to 20 million people who make few 
long-distance calls and contribute only minimally to profits, are categorised 
as ‘occasional users’.*? Big-spending customers get to speak to an actual 
operator when they call about their bills, while everybody else talks to a 
computer. It is getting to the point where no company wants to be stuck 
with having to provide the least profitable residential telephone services. 


Similar things happen in privatised health. Wealthy customers get private 
rooms and lobster salads on the menu. The bulk of the community put up 
with reduced services and higher health care premiums, while around 20% 
of the population have no access to any health care at all because the cost 
of health cover is beyond their means.” 


Companies deny that they are trying to get rid of ‘low-end’ customers, 
Saying they are merely trying to target the high-end ones. They claim they 
still want to continue serving a full range of customers. “Targeting is not 
the same thing as exclusion,” they say. But the trend is clear. 


Economic rationalist ‘competition’ does not lead to better consumer choice 
Or service for the community as a whole. It leads to cutbacks and price 
hikes for the majority in order to provide more VIP services to the best- 
paying minority, It’s a form of reverse cross-subsidisation. Instead of the 
wealthy Subsidising the poor, the poor subsidise the wealthy. 
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THE ‘CONSUMER BENEFITS’ MYTH 


When NationsBank and BankAmerica Corp. merged, executives claimed 
‘added customer convenience’ could result from the merger deal. 
NationsBank customers on the other hand knew otherwise: that the colossal 
merger would result in a new round of fees, more bureaucracy and a decline 
In service. 


“NationsBank has a history of coming into a market, taking over and imposing 
their own fee structure ....which generally means higher fees, more fees 
and higher balances required to avoid fees,” according to the consumer 
program director at the U.S. Public Interest Research Group, which conducts 
annual surveys on bank fees. “I don’t see them changing their stripes.” 


Australian consumers are waking up too. While most of the banking sector 
claims that mergers allow greater economies of scale for the banks, meaning 
‘Cheaper deals for consumers’, the Australian Consumers’ Association (ACA) 
found in a survey of bank customers that 74% believed they would be 
worse off if further mergers of the Big Four Australian banks were allowed. 
The ACA report claimed big bank mergers would cause faster branch 
closures and higher fees and charges.” 


CHEAPER PRICES, BUT AT WHAT COST? 


Deregulation in Britain’s airlines led to initial reductions in prices, but by 
1995 the industry was in near permanent crisis. Some airlines were so 
weighed down with debt that they had to cut wages, lay off staff and 
scrimp on safety aloft. In other cases airlines had gained near complete 
control of certain routes and were literally charging whatever the traffic 
would allow.” 


MYTH: BIGGER MEANS ‘MORE STABLE’ 


Another economic rationalist myth is that bigger means ‘more stable’. In 
practice a large organisation can collapse just as easily as a small one. If it 
does, the collapse can have far greater social ramifications. Take the ANZ 
Bank, for example. 


The ANZ bank has the biggest presence of Australian banks in Asia, 
especially the most troubled countries of Indonesia, South Korea and 
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Thailand. The Australian of 17 April 1998 reported that the ANZ Bank had 
slashed its ‘exposure’ to troubled Asian economies and mothballed plans to 
acquire banking assets in the region. ANZ chief finance officer Peter Marriott 
confirmed that ‘any actual losses would be contained within the bank’< 


stated general provisioning’. [Australian customers would pay for Asian 
losses, in other words]. 


This raises the obvious question: now that Australian banks are ‘exposing 
themselves’ in Asia, what would happen if they were to fail as a result of an 
Asian currency crisis? If the ANZ caught the disease of many Asian banks 
and showed the likelihood of collapsing, would the government let market 
forces prevail and allow the bank to fail? The general consensus in the real 
world is that it could not afford to. It would use taxpayers’ funds or borrow 


money (ultimately repayable by taxpayers) to prop up the bank. That’s 
about as real as this ‘free market’ gets. 


PEOPLE NOT PROFITS 


Because it deliberately disregards its effects on people, economic rationalism 
has the potential to cause social disruption and hardship to families and 
individuals. The examples are many. Here is but another one. In May 1996 
American owned ‘Australian’ Meat Holdings, which slaughters one third 
of Australia’s meat, closed down its Beaudesert plant without warming 
putting 800 people out of work. The company had already closed two 
other abattoirs (Gyra and Portland) with the loss of 300 jobs. The reason 
given was the need ‘to become more internationally competitive’. The 
company said replacement jobs might be available if workers were prepared 
to relocate, but as one writer has noted, “With the industrial base of the 
town effectively destroyed there is little opportunity for the retrenched 
workers to sell their homes”.2’ Following the closure of the Tenterfield 
abattoir, less than half those dismissed had found replacement work 12 
months later. 


THE NEW ZEALAND EXPERIENCE 


Between 1988 and 1993, New Zealand led the world in the sale of state- 
owned assets to overseas investors, mostly transnationals. Some NZ $14 
billion worth of assets were sold off . The ‘reforms’ were described by 
Economist Magazine as ‘out-Thatchering Mrs. Thatcher’. 
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The people were told it had to be done to make the country ‘more attractive 
to foreign investment’. There was nothing attractive about the results. 
Stripped of almost all subsidies and import tariffs, and forced to compete 
in a global market dominated by immensely more powerful actors on a far 
from level playing field, whole sectors of New Zealand industries were 
decimated, with thousands of jobs lost. The voice of New Zealand big 
business, the Business Roundtable, and the economic rationalists within 
the Treasury were held up as being the true visionaries of society. Tax cuts 
for the rich were accompanied by social welfare cuts for the poor. The 
public sector was ‘restructured’ according to market principles. The 
country’s financial, media, transport, and communications infrastructure 
was turned over to private/transnational hands. 


By 1996, an estimated 20% of New Zealanders lived below the poverty 
line. A 1995 Joseph Rowntree Foundation study found that among 18 
comparable countries, between 1979 and 1995, New Zealand had the fastest 
growing income disparity. The seemingly never-ending takeovers by 
transnationals did nothing to improve New Zealand’s overseas debt problem. 
In 1984, total private and public foreign debt stood at $16 billion. By 1996, 
it was $74 billion - despite a decade of public asset sales and takeovers. 


Such cold realities were carefully glossed over in all of the hype surrounding 
free trade, but Maori Treaty activist and lawyer Annette Sykes attributed 
them to what she calls ‘the socially abhorrent principles of the structural 
adjustment programme’ which had been imposed on New Zealand for over 
a decade. The promises made about the ‘colossal’ and ‘remarkable’ benefits 
for the country arising out of the Uruguay Round and APEC came to nothing. 
New Zealanders were told to ‘leave it to the market to decide’, and that the 
benefits of GATT will ‘trickle down’ to the people. Said Ms. Sykes, “In 
reality, trade and investment liberalisation regimes like those promoted within 
APEC open the way for the sucking up of lands, lives and resources by 
corporations which cynically promote a destructive model of development 
which knows no limits in its lust for profit.” 


CHILD AND SLAVE LABOUR 


On April 1, 1998, John J. Sweeney, President of the AFL-CIO (the big 
affiliation of US unions) addressed the American Council on Foreign 
Relations, one of the bodies pushing globalisation. Sweeney revealed some 
alarming things about TNCs and globalism.”® 
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In Thailand, The Philippines, Bangladesh, and Indonesia TNCs are exploiting 
Child labour under conditions as bad as the worst of the Industrial Revolution, 
In Mexico workers in the maquiladoras labour for long hours in appalling 
Conditions for a pittance. In Bangladesh, women and girls as young as 
seven work twenty hours a day in garment factories for less than a dollar A 
day. Burma is using forced labor to clear land for a TNC gas pipeline. The 
publicised labour practices of Nike shoes were so bad, CRAIC began 
boycotting the products. China is known to use slave labour.” So is the 
Sudan. 


In Michigan, mothers were outraged when their children became sick after 
eating uninspected, imported vegetables. Consumers in the European yon 
were disgusted at being told they had to eat imported hormone-treated bee 

from the US because the World Trade Organisation ruled that to refuse 


‘ran counter to global trading rules’.*° 


The ‘Asian tigers’, for many years held up as proof of the potential a 
of ‘globalisation’, are now in trouble. Indonesia has had en y 
induced political instability and food riots; mass unemployment faces workers 
in Korea and Thailand. Globalisation has failed to pull Russia and the East 
out of their deep depression (Russia at last report wanted a $26 billion IMF 
‘bailout package’). Africa is largely written off. Latin America wire 
rising inequality and instability. Japan is about to have its walls breached by 
the IMF on behalf of global big business and finance. 


The fact is the global economy is not working very well for most people, 
and those who know it best are the most worried: they understand just 
how close to global deflation the system is. In the wake of the Asian collapse, 


even speculators like George Soros have called for dramatic reforms to 
limit speculative capital flows. 


IN-BUILT CONTRADICTION 


Globalisation in its present form is destined to fail fora compelling economic 
reason. As Henry Ford recognised, a prosperous economy requires that 
workers be able to buy the products that they produce, and that is as true 
in a global economy as a national one. Since economic rationalism demands 
that investment follow the lowest wages and conditions, and as more and 
more people compete for less and less jobs in a global labour market, the 
vast majority of consumers will be progressively impoverished to a point 


| 2a 


Economic Globalisation: The Results 103. 


er eee aernrencntenmammmnccmammammmmmmmmmnaammaaes 


where they can afford only barest necessities if that. Since the system 
cannot survive without constant ‘economic growth’, it must collapse. 
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CHAPTER 7 


PRIVATISED HEALTH 


Since the economic rationalist philosophy is that there is private profit to be 
bled from every conceivable human activity, it is not surprising to find 
oligopoly capitalism forcing its way, with government assistance, into the 
health care field. ‘Competition policy’ is about to infect Australian health 
care. 


‘Competition chief’ Allan Fels described as “irresponsible and ignorant” a 
claim by the Australian Medical Association that poorly trained doctors 
would be allowed to practise under the Federal Government’s competition 
policy. The Government could abolish medical boards that were responsible 
for deregistering dangerous doctors, AMA federal president David Brand 
had cautioned.’ The AMA just might be right. The experience of America is 
there for Australians to learn by, but the warnings will be ignored. 
Privatisation of health has everything to do with globalisation, and very 
little to do with health. 


THE AMERICAN ROAD 


With the onset of economic rationalism under the Reagan administration in 
1981, ‘competition’ in health care became the official American government 
policy for controlling health costs. During the first half of the eighties the 
for-profit hospital industry mushroomed, and so did the costs of health 
care to the consumer. In America now, at least 30% of hospitals are owned 
by big corporations whose aim is to make profit out of treating illness. 
Private health care is one of the most profitable businesses to be in, and it 
has the advantage of being virtually recession-proof. 


So far as the consumer is concerned there 1s a looming healthcare disaster. 
In the book ‘Marketplace Medicine’, Dave Lindorff describes the crisis in 
US health care as a crisis of cost, access to care, and quality. He said in 
1992, “As recently as 1980, the United States could accurately boast that it 
had the best medical care in the world. It can no longer honestly make such 
a claim.....medical care in America is undergoing a dramatic change, one 
which increasingly pushes monetary concerns to the fore.’ 
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Spearheaded by a group of aggressive hospital chains the entire hospital 
industry, including the not-for-profit hospitals, has become increasingly 
profit-conscious. This means charging every penny that can be charged 
for patient care, and avoiding as much as possible the treatment of patients 
unable to pay. It also means marketing, offering paying patients what they 
think they need because those services are profit-making, while eliminating 
services a community might really need, but which are not so profitable. 


Increasingly the power over life-and-death decisions and health care policy 
is shifting away from physicians and community leaders into the hands of 
corporate bureaucrats and medical industry entrepreneurs. The prime 
concer of the hospital corporations is not patient care, but maximising 
profits for their shareholders. The hospital sector has become ‘industrialised’ 
like the rest of corporate America, subject to unfriendly takeover attempts, 
mergers and acquisitions, re-structurings and rationalisations, and fluctuating 
‘Investor confidence’ on the stock exchange. While these things might not 
be immediately visible to doctors and patients, they have a profound effect 
on overall medical care in the longer term. 


Economic rationalism is about to reverse the post-Industrial Revolution 
idea that everybody is entitled to medical care, and that the costs should be 
spread across the entire community and not borne by the sick individual. It 
is also becoming increasingly apparent that if an affordable and 
democratically controlled health-care system is what most Australians want, 
then the ‘privatisation’ of health care is definitely NOT the way they are 
going to get it. 


CONTROLLING THE MARKET: OLIGOPOLY 


Like much of America’s big business sector, the hospital oligopoly came to 
power on the wings of government patronage and taxpayers money, not 
market forces. The big American hospital corporations were all founded 
following the introduction of Medicare, when government reimbursement 
Was set on a ‘cost-plus’ basis and it was almost impossible for a hospital to 
fail. The hospital companies also benefited from tax policies that favoured 
expansion for expansion’s sake. This meant that taxpayers subsidised much 
of the early corporate hospital expansion. 


As in all markets, once big business enters the picture the familiar pattern 
of oligopoly develops. Four huge concerns now dominate the for-profit 
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ike all good oligopolists they preach the virtues of competition 
g sure they themselves escape it. As in all industries, oligopoly 
trate capital further, particularly through vertical integration. 
One stratagem is for the chain to acquire its own captive health insurance 

seram (‘patient feeder system’) for feeding patients (‘revenue bodies’ ) 
, company hospitals, thereby boosting occupancy rates. The acquisition 
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of hospital supply companies Is another option. 
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The ultimate aim of integration is to end up with a ‘managed care system’, 
»n which one health conglomerate determines and provides the entire health 
care needs of a patient or group of patients. The goal is to assemble within 
one corporation and under one management, all of the various components 
of the health care system, a Managed Care Plan which controls doctors’ 
offices, hospitals, health insurance, nursing homes, and ultimately cemeteries 


and crematoria. 


The end-point is pretty much like nationalised health, which nobody wanted, 
but with two important differences. First, with nationalised health there 
was cross-subsidisation of services, with the profitable ones subsidising 
the unprofitable so that all could afford them. Secondly, with nationalised 
health the public had some chance of influencing the system through the 
parliamentary process. When health is privatised, there is no cross- 
subsidisation, and the public has no influence whatsoever. In fact nobody 
has. It’s all supposed to be taken care of by those ubiquitous ‘market forces’. 


CORNERING THE RIGHT MARKET 


The aim of the corporations is not to treat the sick, but only a certain kind 
of sick: the paying kind. The practice of ‘skimming’ the most profitable 
customers occurs as with the privatisation of telecommunications. The 
hospital TNCs do not want to know about the 37 million Americans (15% 
of the population and increasing) who, through unemployment, the trend 
to part-time employment, or soaring health insurance premiums, have no 
health insurance coverage. Taking care of the sick generally is still society’s 
(the government’s) problem, but after privatising its hospitals the government 
has divested itself of the means of dealing with it. 


Not only are there examples of for-profit hospitals refusing to admit patients 
who are under-insured or otherwise unable to pay for the costs of treatment, 
there are examples where hospitals would not let people out until they paid 
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their bill: “....they could not take their newborn babies home until they paid 
their bills in full or signed promissory notes or postdated cheques.” 


The hospital chains choose their locations carefully, close to the paying 
clientele. The corporations rarely, if ever, buy hospitals in poor districts, 
preferring to buy into localities where they will have a monopoly, or at least 
built-in market dominance. They target hospitals in small to medium sized 
towns which have only one or two hospitals, where competition is likely to 
be minimal, or where the competition can readily be bought up and closed 
down. This means that decisions regarding where hospitals will be located, 
and whether or when they will be shut down, pass out of community 
control and into the hands of hospital corporation executives. 


Poor patients are ‘dumped’ onto other hospitals, which means government 
hospitals are faced with budgetary crises, while smaller private not-for- 
profit (church) hospitals are forced to close down, or offer themselves for 
sale to the TNCs at bargain basement prices. The TNCs then buy them out 
and close them down as a tax write-off. Lindorff reports that whenever a 
hospital chain enters an area the closing of smaller hospitals invariably 
occurs.* 


THE FREE MARKET MYTH 


The claim that privatisation will reduce health care costs is a lie. Not only 
does the cost of a hospital stay increase, but the rate of increase accelerates 
over time. One reason for this is all the debt financing at floating interest 
rates which has to be built into hospital corporations’ costs. Health care 
costs in America have consistently outstripped the CPI index and inflation. 


Likewise the promise that competition will lead to a maximum level of 
customer Satisfaction and the most efficient distribution and pricing of 
goods and services is also a lie. In practice it leads to oligopoly where 
competition consists of mild jostling for a bit more market share. Instead 
of leading to better and cheaper health service for all it leads to campaigns 
to lure the best paying customers (20%), while for the middle 60% it results 


in higher prices and poor service. For the lowest 20% it provides nothing at 
all. 


The claim that market incentives and discipline would mean improved choice 


to consumers has also proved false. In practice consumer choice has been 
reduced. 
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As with agriculture (see Chapter 8) there is real doubt whether market 
Sorees are even appropriate in health care. In the classical free market 
syodel consumers must be able to shop around to get the best deal. In the 
eave of hospitals, however, the patient pays only a small portion of the cost 
of the product (no incentive to shop for the cheapest), and doctors usually 
select the hospital for them (choice is out of their control). The selection 
enteria which do apply are more likely to be reputation and proximity. 
Apart from that, health care consumers are frequently sick, with limited 
inclination or ability to shop around or travel. Consumer knowledge and 
choice, key elements for the successful working of market forces, may 
not exist in the field of medicine. 


The slogans of the ‘free market’ and ‘competition’ are a sham. The purpose 
of health privatisation is not the treatment of the sick, but the globalisation 
of the assets and resources, and the exploitation of another avenue by 
which profits can be sucked out of people. 


CONTROLLING THE GOVERNMENT 


As in all industries, the oligopolists themselves have no intention of genuinely 
competing in a competitive market place. Lindorff points out that free market 
theorists overlook the influence of political pull on the operation of market 
forces. He says, “As Adam Smith himself well knew, economic interests 
that have sufficient power to control the political environment are able to 
get government to subvert the workings of a free market to their advantage 
and to the disadvantage of the consumer.” 


The hospital industry invariably establishes strong political connections. 
The big corporate chains have an advantage over other hospitals at state 
and local level in that they are huge, and can bring virtually unlimited 
resources to bear for lobbying purposes when it suits a company’s, or the 
industry’s, national goals.° This means that national governments are likely 
to give greater attention to corporate concerns about profitability than they 
do about the issue of equal access to first-rate medical care for all. 


‘RATIONALISING’ THE SERVICES 


Upon acquiring a hospital the chains immediately do away with the less 
profitable services, like the Casualty Department. Random ambulance drop- 
offs and walk-ins to emergency departments are likely to attract the wrong 
sort of patient (poor), or patients who require unprofitable treatments. 
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The chains then set about eliminating those services which are least profitable 
regardless of community needs. They discontinue procedures like cataract 
Surgery, for example. Some eliminate obstetrics and orthopaedics because 
they are the biggest areas for malpractice lawsuits. Above all they avoid 
having to treat poor people. The only thing protecting the level and type of 


services 1s Community image. Less comprehensive health services are the 
end result. 


Following that, staffing levels are slashed, particularly nursing and 
housekeeping staff and nurse’s aids, usually by as much as 30%. Typically, 
for-profit hospitals carry around 13% less staff than not-for-profits. 
Thereafter staffing levels are closely monitored, in some cases by the hour, 
on the corporation’s central computer. The trend is away from full-time 
nurses (who attract the on-costs of employees) to part-time or ‘agency’ 
nurses who can be ordered in or sent home according to the nursing load 
registered on the central computer. This interrupts the continuity of patient 
care, with enormous increases in the potential for treatment error. 


Profitability goals dictate that the more experienced (higher paid) nurses be 
sent home first, leaving less experienced staff in control of wards. Nursing 
loads can fluctuate far more quickly than management can respond, so that 
the potential for placing patients at risk is increased. The push for minimum 
staffing can also mean that nurses are often tired and overworked, 
particularly since they are required to undertake duties normally allocated 
to nursing aids who have been eliminated through ‘rationalisations’. 


Having made these cuts, frequent visits from head office staff and memos 
on operating procedure and standard staffing levels ensure they do not 
creep back up again. 


HIGH SALARIES AND ADVERTISING 


Hospital corporation executives are paid obscenely high salaries, in some 
cases over a million dollars a year. In return they are expected to be ruthless 


in sacking staff and controlling costs. They also have to ‘get tough’ on the 
doctors. 


Immense amounts are spent on advertising. In 1987, for example, hospitals 
in the US spent $1.2 billion on advertising and marketing. But since the 
market is an oligopoly, such advertising takes the form of image advertising, 
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attracting the right sort of paying customer by highlighting the luxury hotel 
aspects of the hospital (like valet parking and lobster salads on menus) the 
object being to attract a bit more market share of the better class of patient. 


CONTROLLING THE DOCTORS 


The ethics of economic rationalism dictate that it is smart to offer financial 
‘nducements to doctors to bring lucrative patients to the company facilities. 
The wrong doctor, or a doctor with the wrong kind of patients (very sick 
and under-insured) can wind up costing a hospital money. The incentive to 
gain control over which doctors can use a hospital, and how they treat 
their patients once they get them there is great. 


The hospital makes most of its money during the early days of a patient's 
stay when large numbers of tests are run and surgery is performed. Post- 
operative recovery days are far less profitable. The patient requires more 
nursing care which means lower net earnings on the bed. It is better for the 
corporation if doctors bring in lots of patients for short stays. Doctors are 
pressured not to admit long stay patients, and not to admit at all when a 
patient’s ability to pay is in question. There is also pressure for early 


discharge. 


In order to control costs hospital corporations must determine what and 
how much care is delivered to patients, and even whether patients should 
be treated at all. Choosing which doctors will practice at the hospital is 
increasingly determined by hospital management, not the medical committees 
as in the not-for-profit hospitals. Lindorff says “In the new power 
relationship, doctors will be in the position of serving the needs of hospital 
management and ultimately of shareholders in the corporation. This will 
presumably compel physicians to place bottom-line financial considerations 
of the company above patient care, or even their own economic self 
interest.””’ 


DOCTORS’ PROFILES 


Doctors’ profiles are kept on computer, recording how many patients they 
have admitted, how long they stayed, whether they paid their bills and so 
on. Doctors who do not admit enough patients lose certain privileges, while 
those who tend to admit really sick elderly patients will find they are unable 
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to get any beds at all. Special nurses are engaged in ‘utilisation review » 
watchdogging the activities of staff doctors. 


Some corporations offer ‘utilisation revie 


for doctors who have kept hospital Stays short and referred the right sort 
of patients. While doctors mi ght deny it, such bonuses do have the potential 
to distort a physician’s decision-making process, Aligning the doctor's 
interests with those of the hospital instead of the patient must jeopardise 
patient care. Old medical Staff Committees are sometimes retained, but 
with greatly reduced influence. Routine medical issues and larger issues 
such as institutional goals and financial operations are now largely removed 


from local control. The ultimate result is to wipe out the independent private- 
practice doctor. 


w bonuses’ at the end of the year 


THE MYTH OF ‘LOWER COSTS’ 


Since the advent of economic rationalism the costs of health care in America 
have been rising consistently at rates higher than the CPI. In the 1989-90 
financial year, for example, hospital costs rose by nearly 11%, whereas the 
CPI increase was just 4.7%. That pattern has been consistent annually, 
with hospital costs rising at around twice the rate of inflation. 


One cause of these cost increases is the enormous waste from unnecessary 
renovation of buildings and duplication of expensive equipment, the results 
of competition for prestige (attracts better-paying patients), and the costs 
of which have to be amortised in higher charges. Furthermore, if the 
equipment is there, there is pressure on doctors to use it, which leads to 
overservicing. A major source of built-in cost is the debt-financing at variable 
interest rates required to purchase the hospitals in the first place. 


CONTROLLING THE COMPETITION 


Corporate hospitals can essentially spend local rivals into the ground. 
Furthermore, contrary to the academic free market model, the cost of 
entry of new competitors into the market is enormous, giving further 
credence to the view that what is being dealt with here has nothing to do 
with a true competitive free market. 


However, while true competition between the oligopolists is a myth, they 
do exert pressures on not-for-profit hospitals. The profit-driven investor- 
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owned chains force the not-for-profit hospitals to become more 
‘businesslike’ and ‘profit-conscious’, which means imitating the behaviour 
of the for-profit hospitals. They bring in professional managers and marketing 
experts, embark on expensive remodelling or rebuilding programmes and 


start refusing charity care to the poor.* 


The differences between the for-profit and not-for profit hospitals start to 
disappear. The for-profits write the rules of competition and set the pace of 
change, particularly in the use of advertising and marketing to attract the 
best-paying patients. Whereas the community not-for-profit hospital 
administrators traditionally deferred to the doctors in matters of patient 
care, they start imitating the for-profits in paying more attention to the way 
their affiliated physicians practice. 


CONTROLLING THE COMMUNITY 


Lack of community control over what services a community hospital will 
offer, or even over the continued existence of the hospital itself, is another 
hallmark of the privatisation of health care. Market forces are supposed to 
determine community needs, but which community, and what needs? 
Invariably they cater for the best end of town. 


The result of privatised hospitals has been a move towards a two-tiered 
health system, in which the poor and the aged get inferior care. Even more 
alarming is the appearance of an underclass whose members are unable to 
obtain any medical attention at all. The strongest argument against 
privatisation in health is that it inevitably leads to an unjust society. Again 
the argument is social, not economic. 


But if the tail that is the economy wags the dog that is society, social 
considerations count for nothing. The interests of big business are the 
interests of “the community as a whole” and that’s that! 


CLOSER TO HOME 


Health ‘privatisation’ is about to hit Australia. In the Latrobe Valley of Victoria 
the economic rationalist Kennett government plans to close two community 
hospitals at Traralgon and Moe, and replace them with a new ‘centrally 
located’ hospital built by the Australian Hospital Care Group. The local 
communities are opposed to it. A petition signed by 30,000 residents of the 
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Latrobe Valley showed that 72% were happy with things the way they 
were.” But the situation in Australia now is that government policy is geared 
to the profit motives of big business and foreign investors, and not to what 
the people need or want. It is also geared to the globalisation process, 
transferring Australian assets to internationalist ownership and control. 


THE NEW ZEALAND EXPERIENCE 


Until the late 1980s, New Zealand had one of the best health systems in the 
world. Then in 1987 the Lange government set up the now-familiar 
‘taskforce’ to ‘investigate’ the health system and make ‘recommendations’ 
on how it could be made ‘more competitive’. After various changes of 


governments and events which are not material, the ‘reforms’ were 
implemented. 


Health costs to consumers sky-rocketed, waiting lists for surgery became 
unmanageable, with people dying while waiting. On the other hand the 
local architects of the scheme turned themselves into private millionaires, 
and corporations in the health care industry began showing huge profits." 


The economic rationalist strategy is to get the government out of health 
care altogether and force the public to join private health funds (owned by 
global finance). People are required to ‘shop around’ for health care in the 


‘market place’ to get the best ‘value for money’. As though people have 
nothing better to do. 


The American idea of Managed Health Care is being introduced whereby 
Health Maintenance Organisations (HMOs), controlled by major insurance 
or international finance networks, ‘provide’ the health care, like a product. 
In doing so they virtually dictate what treatment the physician is allowed to 


administer before incurring some sort of penalty. The patient will take what 
they get. 


At the same time in New Zealand available hospital beds are decreasing, 
while private ownership of hospitals in increasing. Mental hospital beds 
have virtually disappeared (unprofitable), though the country now has the 
highest youth suicide rate in the world. Australia is about to follow. 
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CHAPTER 8 
THE RURAL SECTOR 


INTRODUCTION 


In 1966 Australia had 290,000 farmers. There are now around 100,000 
and they are leaving the land at the rate of 35 per week.' This means that 
60% of the Australian farms which existed in 1960 have been destroyed by 
‘market forces’, assisted by deliberate government policy. Those that are 
left are 30% bigger, employ 30% less people, and 80% of them are deeply 
in debt. The number of pig producers has fallen from 40,000 to 3,000 in 
the last 40 years.* News Weekly places the ‘flight from the land’ even 
higher, reporting that the number of Australian farmers declined 15% 
between 1988 and 1996, representing a loss of 52 farmers a week.? 


The Australian government’s response has been to put up a $500 million 
taxpayer funded aid package not to halt the trend, but to help Australian 
farmers /eave the land. There is to be no reconstruction. The destruction is 
deliberate, it is policy. Transnational agribusiness corporations and investors, 
not Australian nationals, are to own and control the country’s rural sector. 
That is what ‘globalisation’ means for the Australian countryside. The 
Australian-owned farm is to be replaced with large TNC-owned farms 
producing for export, or by Australian-owned farms producing quotas under 
contract to TNCs. 


THE BACKGROUND 


At the end of World War II, Australia had 250,000 farmers, and a long 
tradition of the family farm. As a result of post-war soldier-settler schemes, 
that number increased to 290,000. A major drought in the mid-sixties wiped 
out 40,000, but the policy of both major political parties at that time was to 
support farmers because of their contribution to national wealth.. 


Prior to the election of the Whitlam government, the Australian Labor Party 
came to regard subsidies and assistance to agriculture as ‘the great rural 
bludge’. The socialist influence within the Party was (and is) ideologically 
opposed to the private ownership of property, which is perceived to be the 
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root of all evil. It is particularly antagonistic towards the ownership of 
property in farming land because that is one of the ‘means of production’ 
Farmers are regarded as a bourgeois ‘Squatocracy’. Upon his election. 
Whitlam took benefits away from farmers and used them for urban 
programmes. This was 1973, when Britain entered the EEC, and a world 
recession took place. Farmers were hit hard. 


Even Malcolm Fraser, widely regarded as being one of the ‘squatocracy’, 
did not restore the former assistance to farmers when his government 
gained power in late 1975. Farmers looked to their traditional champion, 
the Country Party, but it too showed signs of deserting them, renaming 
itself the National Party and seeking to broaden its electoral base by courting 
mining industry TNCs and others. In a bid to protect their interests, farmers 
formed what they hoped would be a representative body, the National 
Farmers’ Federation (NFF) in 1979. But something happened. The NFF 
began reciting the slogans of economic rationalism. The solution to tural 
problems was ‘get big or get out!’. And so the farmers did: they got big, or 
tried to, and before long they were getting out.” 


By the time the Hawke government was elected in 1983, a crisis had 
developed in the rural sector, caused by international competition, 
oversupplied world markets, high interest rates, and the pricing practices 
of TNC agribusiness firms. Farmers blamed the Hawke government , 
policies and organised protest rallies throughout the country, with farmers 

marches through the streets of capital cities. The NFF, ostensibly on their 
behalf, requested deregulation of the labour market, and the dismantling of 
tariffs; in other words, economic rationalism. 


By 1985 a further 80,000 farmers had walked away from the land, and the 
number of farms had fallen to 172,000. The NFF launched a ‘fighting 
fund’ allegedly to save the family farm, and collected about $15 million. 
The money was never used for the stated purpose, but was put into a trust 
fund where it apparently remains to this day (nobody seems to know). By 
the end of the 1980s, farmers were experiencing low returns, rising costs, 
growing farm debt, high interest rates, falling land values, growing rural 
poverty and declining farm numbers. Competing nations were dumping 


food on the Australian market.® The deliberate destruction of the Australian- 
owned farming sector was well under way. 
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Of the approximately 110,000 farmers left by mid-1996, 80% of them 
were in debt, owing $18 billion between them (average $133,000 per farm) 
to banks, and they were battling low commodities prices. Wool prices were 
down 36%; meat prices were down 70%.’ The Media reported the depressed 
prices as though they were fortuitous, but as almost anybody in the Third 
World could have told them, the more farmers produce in the game of 
global trade, the more they drive down the prices of their own product, and 
worsen their economic position. 


ECONOMIC RATIONALISM: THE THEORY 


Like other industries, primary industry developed in a Mixed Economy 
context. The state underwrote price support, gave tax concessions and 
subsidies, allocated expenditure to rural extension, market research, and so 
on. Economic rationalism will have none of this. The family farm must 
compete on ‘equal terms’ with the large scale international agribusiness 
enterprise to its almost certain destruction. 


The economic rationalist rationale, as described by Geoffrey Lawrence, 
goes something like this: if Australian farmers were efficient in the past, 
they must become even more efficient to survive in a competitive world; if 
they were innovative in the past, they must be even more innovative; if they 
chased markets in the past they must capture new and better markets; and 
so on. Lawrence then makes these important observations (he assumes of 
course that economic rationalists are genuine and not deliberately pushing 
an ideology which furthers globalisation): 


“Monopoly capitalism has proven to be something of an enigma for 
free market advocates. Monopoly is the logical outcome of a system 
of economic competition yet, once formed, monopolies make 
nonsense of the very notion of a free market. And the liberal economic 
theorist’s assumption that unfettered private investment results in 
optimal production and cost efficiency is irrelevant in a world 
dominated by transnational corporations.....Companies within the 
monopoly sector operate according to different rules from those 
(like the farmers and small shop owners) in the competitive sector.’ 


In a parallel with the Third World, Australia’s increasing reliance upon volatile 
commodities markets for the sale of agricultural products has placed its 
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economy in a precarious position. Australia has 
increasingly expensive manufactured items, and 
export revenue from increasingly cheaper raw mate 
condition for unequal exchange which compou 
problems of the Third World. According to Geo 


been required to import 
to pay for them our of 
rials. This is the structural 
nded the massive debt 
ffrey Lawrence: 


“The new economic strategy for Australia under the guidance of the 
so-called economic rationalists (in and out of government) and with 
the encouragement of trans-national corporate capital is one likely to 
seriously disadvantage....farmers (many of whom will be forced 
from agriculture under the dictates of free-market economics), 


There are even doubts as to whether current market information is of any 
use in trying to plan future agricultural production. Paul Vallely puts it this 
way: “[Coffee] bushes cannot....be dug up and replanted to fit in with the 
monthly or even annual vagaries of the international commodity market.”'° 


AGRIBUSINESS 


The word ‘agribusiness’ entered the language around 1960 when certain 
giant corporations began a programme of vertical integration with the object 
of controlling the entire food chain from field to table. They called it the 
‘total market concept’, and it involves the production and distribution of all 
farm supplies, the control of farm production, and the storage, processing 
and distribution of farm commodities and processed foods.'' The 
corporations established themselves transnationally, in both developed and 
underdeveloped countries, and proceeded to do what monopoly Capitalists 
do: gain control first of national markets, then the global market. 


Agribusiness can take a number of forms: (1) as a producer of agricultural 
commodities, competing with Australian-owned farms, and (2) as oligopolist 
suppliers of machinery, seeds, fertilisers, and chemicals (pesticides and 
weedicides) to the rural sector. As an actual producer it can either buy up 
large agricultural holdings and run them, or contract a number of Australian- 


owned farms to produce quotas of certain commodities (contract farming) 
on its behalf. 


According to materials 
Association, “A large nu 
owned”. On the other h 


put out by the Australian Owned Companies 
mber of larger rural properties are now foreign 
and contract farming gives the TNC far more 
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mobility. It can pull out its investment and move to a more favourable 
country if a government interferes with its activities, and particularly if it 
looks like favouring its own producers over foreigners (at least until the 
MAI is signed which would make such action illegal). 


Once a few large agribusiness TNCs come to dominate the market, the 
familiar pattern of oligopoly develops, and the competitive market mechanism 
ceases to function. Susan George listed some of the problems associated 
with agribusiness. First of all it destroys smaller producers. In the US in 
1971 farms were being destroyed at the rate of 2000/week!'* Once it corners 
the market agribusiness starts to control prices. Huge advertising budgets 
are spent swinging consumers onto agribusiness products (such as breakfast 


cereals). 
AGRIBUSINESS AS A PRODUCER 


Since agribusiness TNCs are also oligopolist suppliers of essential machinery, 
seeds, and agricultural chemicals, this gives them as producers a distinct 
advantage over the private farmer who has to buy them at the ‘market’ 
rate, a rate determined by the oligopolists. 


In the Third World agribusiness commandeers the ‘host’ country’s land 
and labour for producing food for export to developed countries which can 
afford to pay the best price. Local needs are disregarded. Agribusiness 
takes the best land, and courts assistance from the host country’s 
government to ensure a ‘proper climate for investment’ (which can mean 
investment incentives, no taxing of profits etc). Since the TNC is foreign- 
based and foreign-owned, the host countries have no say in where future 
investments should be made, or how products should be distributed within 
the framework of an overall national development plan. The host country, 
to that extent, loses control over its own economy." 


SO far as labour goes, with international impediments to the movement of 
capital removed, the TNCs can move Operations to the country with the 
cheapest labour. In Hawaii when pineapple workers demanded a better deal 
the TNC moved operations to the Philippines. This sort of mobility is 
enhanced by tending not to purchase land in the host country, but to use 
aoe instead (see below). This also protects the corporation 
i. ettects of possible nationalisation. Complicated joint-venture 
angements are another alternative to outright ownership of land. 


-  _____....,.......... 
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CONTRACT FARMING 


In a bid to avoid losing their farms through unequal competition, nationally 
based farmers tend to enter into arrangements with the oligopolists. Farmers 
sign contracts with TNCs to produce certain quotas under contract. This 
gives maximum control to the TNCs, and minimum risk. The farmer is 
treated as an employee but the corporation avoids having to pay all the 
extras that go with employment, or even award rates: no workers 
compensation, social security, holiday pay, sickness benefits, health 
insurance. In entering the contract the farmer might get ‘security’ (of sorts) 
but loses the possibility of higher incomes in the open market. Managerial 
decisions are out of the contract farmer’s hands, and their debt to banks 
usually increases. 


The Australian poultry industry is an example: dominated by TNCs linked 
to feed grain industry via milling companies and to meat processing and 
export companies. The TNCs engage farmers to raise chickens under 
contract, the terms of which require that feed and equipment is bought 
from the TNCs. The contract farmer is reduced to a wage labourer/piece 
worker producing agricultural commodities for monopoly Capital on land 
which he/she nominally owns. It is anticipated that the pig industry will 
soon be integrated in a similar way." 


The TNCs increase control over food production and distribution, receive 
government support and concessions, can integrate their activities vertically 
and horizontally thus reducing their own risk by controlling industries. The 
family farmer has limited resources, cannol easily integrate his activities, 
has limited market power, and has to rely on his own or family labour. T hat 
is the economic rationalist idea of the ‘level playing field’. Lawrence 
concluded that the present difficulty, “appears to be consistent with a major 
(international) restructuring of capital”. Globalisation, in other words. 


AGRIBUSINESS AS SUPPLIERS 


Agribusiness TNCs move into national marketplaces and buy up local seed 
supply companies, agricultural machinery manufacturers, and fertiliser and 
chemical companies, rationalising them, incorporating them into the larger 
conglomerate, or simply closing them down to eliminate competition. The 
familiar pattern of oligopoly then emerges with a few large TNCs controlling 
markets, both national and international. 
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While competition is said to exist between oligopolists in the international 
market, in national markets they tend to overprice to make up any shortfall 
in profits resulting from international competition. This penalises the family 
farmer. Integration enables TNCs to make a loss in one area, to drive out 
competitors, and to recoup it by overpricing in others. For big business 
there are also tax loopholes, transfer pricing practices and tax havens, which 
give it a further advantage not available to locally-owned companies or the 
family farmer.’ 


DESTROYING THE FAMILY FARM 


Large corporate farming enterprises started entering the farming sector 
during the late 1960s. Government policies pushing increased exports have 
promoted larger farms at the expense of the medium sized family farm. 
The eventual result will be market domination by a few large TNC farming 
oligopolists, with remaining small/medium sized Australian-owned farms 
struggling to survive or reconciling themselves with contract farming, at 
least until they can sell out. The family farm largely will be gone, along with 
its way of life. 


In a bid to compete with large-scale farming by ‘getting big or getting out’, 
family farmers bought heavier machinery, borrowing money from banks 
to do it, and thereby increasing farm debt and interest payments. This in 
turn brought pressure on them to increase yields. To do that they resorted 
to high yield variety crops (HY Vs) available only from agribusiness firms, 
which in turn depend on the increased use of chemical fertilisers, herbicides 
and pesticides, of which agribusiness oligopolists are the only suppliers. 
This makes family farmers dependent upon agribusiness, and at the mercy 
of its pricing practices. 


As these measures boost output, oversupply in markets tends to result, 
which in turn drives down prices. This provides the incentive to get even 
bigger, and eliminate more of the competition. The familiar pattern of the 
unregulated free market leading inevitably to oligopoly and destroying real 
competition is seen once again. While the family farmer is eliminated, the 
banks and agribusiness firms show record profits. 


Many Australian farmers are working farms which have been in their family 
for a number of generations and were built through long hours of hard 
work. Their reluctance to walk away from them even when they are facing 
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bankruptcy is understandable. Accordin 
which no Australian producer should 
reports that in 1987 the average Austra 


per week, for approx. $1.25 per hour. Rural people had 10% more illness 
28% more hypertension and psychiatric disorder than city people. Between 
1983-85, the number of recorded farm suicides rose from 37 to 58 (up 
67%). Financial difficulties were causing family breakdowns. '® 


gly many are enduring hardships 
be expected to endure. Lawrence 
lian farmer was working 73 hours 


Farm poverty increased from 12% in 1975, to 20% in 1984. In 1987, 33% 
of Australian farmers were expected to make negative income, and 20- 
30% of farm family members were forced to take off-farm work to help 
keep the farm going. Some did both: worked the farm, and travelled to the 
nearest large centre to work in factories or wherever. Some farms branched 
into outback tourism, but due to distance and harsh climate that had not 
been particularly successful.!’ 


Susan George predicted that in the Third World agribusiness was capable 
of destroying everything it touched: local employment patterns, local food- 
crop production, consumer tastes, even village and traditional family 
structures. 


RURAL DEPOPULATION 


As paradoxical as it may seem, the development of monopoly Capitalist 
agriculture leads to the underdevelopment of rural regions. Agribusiness, 
with its own regional distribution networks and its capacity to bypass local 
country stores in the sale of farm inputs and the purchase of output, has 
been directly implicated in rural community decline. The off-farm effects, 
often ignored by orthodox agricultural economists, are enormous. 


In 1947, 31% of Australians lived in country towns. By 1976 the figure 
was down to 14%, by 1987 it was a mere 12%. Between 1960 and 1985 
one quarter of the jobs in country centres were eliminated. According to 
Lawrence, writing in 1987, one third of Australian country towns were in 
irreversible decline. Since 1987 rural depopulation has marched on. News 
Weekly reports that the population of bush shires in Australia fell from 
884,000 in 1976, to 778,000 in 1996, from 6% to 4% of the population. '!8 


As smaller farms are absorbed by bigger ones which employ less labour, 
rural unemployment rises. Former farm owners and unemployed rural 
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Jabourers join in an ‘exodus from the bush’, gravitating to the cities in 
search of work, As the number of farming families living in an area declines, 
small businesses in the local centre are forced to close, further reducing 
jod opportunities. Small towns begin to disappear, rural facilities decline, 
services are cut, rural employment opportunities erode, and those with 
yobs remain in a decaying economic and social environment, trapped in 
semi-poverty. 


The problem is not confined to Australia. Writing in The New Internationalist, 
Kirkpatrick Sale states that the very idea of one big global market must 
inevitably “destroy regional identities, indigenous cultures and even stable 
communities”. Similar trends have occurred in the USA.° 


Yet economic rationalists still see in these trends an overall benefit to society. 
Modern farming is seen to be more ‘responsive’ to the needs of the food 
system; rural regions losing their populations are construed to be more 
‘dynamic’, and the movement of the rural population off the land is 
considered to be advantageous, a sign that the required adjustment is being 
made in response to technologically-induced pressures for increasing farm 
size. According to this approach the movement of people from rural to 
urban areas is considered ‘inevitable’ .”° 


Lawrence says, “...1t is important to ask, in a policy sense, whether or not 
rural community decline should be endorsed by society.”?! As the reader 
now understands, there is no room for social policy ‘senses’ with economic 
rationalism. Apart from that, rural depopulation is consistent with the agenda 
of ‘globalisation’ (see Chapter 10). 


ENVIRONMENTAL DEGRADATION 


The drive to increase outputs of crops for export forces farmers to resort 
to HYVs, high yield varieties of grains, as well as overcropping and 
overstocking practices. To perform to expectations, HYVs require high 
levels of water, chemical fertilisers, pesticides, and herbicides in quantities 
incompatible with environmental safety. The chemicals cause ecological 
damage, poisoning of bird and animal life, and the pollution of rivers and 
streams. 


The problem is not fertilisers as such, but the type of fertilisers: chemical 
fertilisers (artificial fertilisers, ‘fossil fuel based agriculture’) as opposed to 
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organic or natural fertilisers. Chemical fertilisers leach easily, enter 
waterways and kill aquatic life. The salination of the Murray-Darling River 
system is blamed on over-fertilisation. Other farmers using the water for 
irrigation are salinating their soil. The individual farmer may be maximising 
profits, but at an environmental cost which will ultimately have to be met 
by the taxpayer. Due to the buildup of resistance by the various pests, the 
more chemicals are used, the more they need to be used. The chemical] 
strategy is being promoted by the large agribusiness corporations, who sel] 
the chemical fertilisers, as well as the HYV seeds. 


Lawrence points out that farmers find it difficult, if not impossible, to jump 
off the treadmill of corporate dependency. The new methods have been 
adopted because of their productivity-improving capacity. Funds for the 
new inputs have been borrowed from banks and other lending institutions 
on the promise that their application will boost output. Unfortunately for 
the farmer it is impossible consciously to ignore the more productive 
technologies. Since debts have to be repaid, output must be improved. In 
their bid to survive, farmers overcrop and overgraze, which causes land 
degradation.” 


THE LIMA DECLARATION 


In 1975 the Whitlam government adopted the programme of the Lima 
Declaration, a product of UNIDO, the United Nations Industrial 
Development Organisation. Basically it said that the developed countries, 
including Australia were to transfer finance, technology, capital and even 
whole industries to Third World countries in a bid to boost their development. 
It also committed participating nations to the removal of tariffs and other 
barriers to the importation of Third world products into their countries, 
even if it meant putting local farmers and other producers out of business.” 


It was a hoax. The Third World countries were deeply in debt to international 
money-lenders to begin with, and unable to carry out any development 
themselves, thus the need for the programme in the first place. The intended 
‘development’ was going to be financed and subsequently owned by 
international investors, and powerful TNCs the third world governments 
were reluctant to tax. The development provided a number of local jobs, 
but contributed nothing to the developing countries by which they might 


pay off debt, finance education, health or other social programmes, or buy 
back their farm. 


ey “= 


a 


The Rural Sector 127. 
———— 


The reality was that TNCs shifted their operations to Third World countries 
where resources including labour were cheaper and governments more 
accommodating. In turn, countries like Australia were induced to sacrifice 
their own industries, simultaneously creating a market for the products and 
eliminating potential competition. 


The federal government stands by now while Australian farmers bulldoze 
orange trees and the country imports orange juice from Brazil. The public 
think ‘giving preference to exports from developing countries’ means a 
hand-up to the underdog. What the Australian people are not told is that 
‘Brazil’ does not mean Brazilian peasant farmers, it means TNC-owned 
orange plantations, planted on land cleared by bulldozing Amazonian 
rainforest using former peasant farmers as cheap labour. 


THE GLOBAL MARKET 


Once they are ‘globalised’, countries must all produce for the global market 
(export), and import everything they need for local consumption. India 
provides a good example: in 1996 it exported 2 million tonnes of wheat, and 
then imported 2 million tonnes of wheat for local consumption.” This ensures 
TNCs and speculators will continue to make guaranteed profits from 
international trade, while controlling world food supplies. Then if any country 
looks like wanting to go its own way, politically or economically, as the 
Bolshevik Leon Trotsky said, “Who does not obey, does not eat”. Economic 
control is political control, and globalisation is ultimately about political 
control, as will be seen. 


LAYING OPEN THE SUGAR INDUSTRY 


The first Australian rural industry subjected to a Hilmer review was the 
sugar industry. It is now the most exposed and vulnerable sugar industry in 
the world. Unless the federal government is very careful (or if it has its 
way) Ownership and control of the sugar industry could soon pass out of 
the hands of Australians, and like 90% of the country’s big business, into 
the hands of TNCs and foreign investors. 


In 1996 Australia was the 7th largest sugar producing nation in the world, 
producing more than 5 million tonnes of sugar a year, of which about 85% 
was exported. Raw sugar earnings in 1995-96 were more than $1.6 billion. 
Queensland was responsible for 95% of raw sugar production and all raw 
sugar exports. 
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That production was the result of the efforts of about 6400 cane 

on farms which averaged 75 hectares in size. They supplied 25 sare 
mills located in 4 major regions along the Queensland coast. 19 000 sople 
worked directly in the industry, canegrowing, sugar milling, refining eine 
and marketing, and a further 26,000 people were employed indirectly The 
industry had been very successful. It has even been expanding. While 
Australia’s steel mills were closing down the sugar industry actually grew 
by 40% between 1990-1996” with the first new mill in 70 years planned 
for Atherton in far north Queensland.”® 


In their persistent bid to justify their non-productive existence, constantly 
looking for things to fix that don’t need fixing, bureaucrats and ‘experts’ 
of the Hilmer variety have not been able to leave the sugar industry alone. 
In the 20 years prior to 1996 there were 11 separate reviews.”’ Again not 
surprisingly, it was the first rural industry to be subject to a full review 
under the national competition policy set down in the Hilmer Report (1993). 
The result of that review was a report called ‘Sugar....Winning globally’, 
and as Australians are beginning to realise, the only people ‘winning globally’ 
are TNCs and investors, the horse to which Australia’s major political Parties 
have firmly hitched their cart. 


To protect the industry from foreign competition there had once been an 
embargo on all imported sugar. This was replaced in 1989 by a tariff initially 
of $150 a tonne, which was progressively reduced to $55 a tonne, unless 
the sugar came from developing countries in which case the tariff was $37 
a tonne. At those levels the tariff was already below Australia’s obligations 
under the Uruguay round of international trade talks. The tariff was also 
significantly lower than the tariffs in force in all other major su gar-producing 
countries. Australian producers were already the only producers depending 
entirely on world prices, with all their competitors receiving government 
assistance of one sort or another.** 


The Howard government, as part of its election policy issued in February 
1996, promised not to reduce it further.” Once elected it abolished it altogether 
on | July, 1997. 


One justification for the abolition was that the tariff was also charged on 
sugar sold locally, and this was ‘an inequitable cost to business’.*” Raw 
sugar was sold to domestic refiners and manufacturers at the same price 
they would have to pay for imported sugar. This amounted to the export 
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price plus the tariff and a freight differential,?! which amounted to an extra 
$35 a tonne on top of the export price. On the 15% of production sold on 
the local market this amounted to a subsidy of $26.7 million a year which 
went back to the growers, an extra $2000 a year each in profit, most of 
which would be ploughed back into farm improvement or spent at businesses 
in at least a dozen sugar towns and cities. In effect it meant that local 
consumers of sugar were helping to subsidise those who went to the trouble 
and undertook the risk involved in producing it, a seemingly worthwhile 
sort of subsidy for a hard working industry. 


The Hilmer-style ‘Working Party’ appointed to investigate the industry found 
that it was in fact internationally competitive, and that the tariff was well 
below that permissible under Australia’s international trade obligations. 
Nevertheless the tariff had to be abolished, not only on the locally sold 
product, but on imported sugar as well. The reason given for the latter 
recommendation was that it would ‘improve the international competitiveness 
and sustainability of the industry’. How this could be so when all of 
Australia’s competitors have subsidised or protected sugar industries, and 
in most cases significantly lower labour and production costs, 1s almost 
impossible to fathom; other than that it will force Australian sugar producers 
to work harder and do without things in order to survive. 


The proposal to drop the tariff and to equalise domestic and export sugar 
prices means that domestic sugar buyers save $26.7 million a year, money 
which has been transferred out of the pockets of sugar producers, and put 
into the pockets of sugar users. And who are the main sugar users? Surprise, 
surprise: the confectionary and soft drink industries, which at last count 
were 84% owned by TNCs and foreign investors, who pay less than 2% of 
the tax in this country, if they pay any tax at all. 


Confectionary Manufacturers of Australia chief executive Stuart Spencer, 
and Australian Soft Drink Association deputy director Melanie McPherson 
claimed they now would be able to lower prices as a result. But as one 
journalist in the Courier Mail put it, this is “probably a forlorn hope”. Even 
if they do, it means Australia’s sugar producers will have to work that 
much harder so Australia’s consumers can drink fractionally cheaper 
Pepsi....maybe. 


UPDATE: ‘Maybe’ was right. A survey of prices over the previous 12 
months conducted by The Australian newspaper during August 1998, found 
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that “....people with a sweet tooth have....unambiguously paid more for 
their ice-creams, soft drinks and lollies.” 


The removal of the tariff on imported sugar means that Australia’s sugar 
industry is now the most vulnerable in the world, the only one without 
some form of government assistance or protection. Even the ‘Working 
Party’ sensed the folly of it all, recommending the “urgent strengthening of 
Australia’s anti-dumping laws by the federal government”. A year after the 
abolition of the tariff the government had done nothing. 


SEED MONOPOLIES 


Concern is rising over control by TNCs of the world’s seeds. The patents 
to transgenic seed varieties, genetically engineered seeds which are replacing 
natural seed varieties worldwide, are being concentrated in fewer and fewer 
hands. Governments are being pressured by the TNC owners to ban the 
use of traditional varieties, the preservation of which is now the concern of 
numerous small mainly private ‘seed saving’ organisations around the world 
who fear the consequences of the loss of biodiversity. 


Monsanto, the world’s second largest pesticides corporation, has vaulted 
from nowhere to become the world’s fourth largest seed company. Between 
mid-1996 and the end of 1997, Monsanto spent roughly US $2 billion in 
seed-related acquisitions. In January 1997 it bought Holdens Foundation 
Seeds (maize) for US $1.2 billion. About 25-35% of US maize acreage 1s 
based on Holden’s germplasm. In May 1998 it bought Dekalb and Delta 
and Pine Land (cotton) seed companies for US $4.3 billion. Dekalb 1s the 
second largest maize seed enterprise in the USA. Through acquisitions 
Monsanto now has an overwhelming 85% share in the United States cotton 
seed market and a dominant position in cotton seed markets ranging from 
Australia and Mexico to China. Monsanto is also negotiating to introduce 
its transgenic cotton varieties into Argentina and South Africa. 


Monsanto’s major domestic competitor is the DuPont - Pioneer Hi-Bred 
alliance that formed in 1997 when DuPont bought a 20% ownership of 
Pioneer....the undisputed world leader in maize seed sales. There are even 
rumours that DuPont and Monsanto might merge to ‘face off’ the in the 
global marketplace against Novartis....the Swiss behemoth that ranks number 
one in pesticides, number two in seeds, number three in pharmaceuticals, 
and number nine in veterinary medicines. 
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But the patents Monsanto is acquiring along with the purchases are the 
things that have observers worried. With the acquisition of Delta and Pine 
Land, Monsanto also acquired what is called the Terminator Technology, 
which makes transgenic seeds sterile, preventing farmers from harvesting 
them and using them for re-planting. This means each time they plant they 
must buy seeds from the TNC. So far the technology has not been applied 
worldwide, but Monsanto just might do it. In the meantime there is another 
sort of technology Monsanto might also get its hands on: ‘apomictic maize’. 


Until now, poor Third World farmers were not a viable market for transgenic 
maize companies since they could not afford to buy essentially sterile hybrid 
seed every year. Apomictic maize can be regrown but because it is a clone, 
its disease resistance is likely to break down more often, meaning that 
farmers will be forced to buy seed more frequently. Observers fear that 
Monsanto will pick up license rights from the United States Department of 
Agriculture (USDA) as it did with the Terminator Technology, and target 
the Third World. In November 1997, Monsanto acquired a major tropical 
germplasm base with the acquisition of Brazil’s Sementes Agroceres, giving 
Monsanto an estimated 30% market share in the Brazilian maize seed 
business. Brazilian farmers are seen as a major target for Terminator and/or 
apomictic maize. 


Critics argue that the Terminator Technology will destroy farmer-based 
plant breeding, jeopardise the food security of at least 1.4 billion people 
dependent on the food grown by farmers who save their own seeds, and 
wipe out the South’s remaining in-situ agricultural biodiversity. Then, who 
does not buy TNC transgenic seed, does not eat. 


CONTROL OF WATER 


It seems they won’t drink either! TNCs are soon to control the world’s 
water too. A United Nations conference on managing the world’s fresh 
water supplies agreed in Paris on 21 March 1998, that water should no 
longer be treated as an essential staple to be supplied free of cost, but paid 
for as a commodity. The conference appealed for more ‘market forces’ in 
managing the world’s water supplies. TNCs and investors are about to be 
allowed to own the world’s fresh water, and believe it or not, that includes 
the water in private tanks and dams. Satellite surveillance is already being 
used to detect ‘unlicensed’ dams on farms in Queensland.*? 
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CHAPTER 9 


“FREE” TRADE 


‘Free trade’ in its modern sense does not mean what it originally meant 
when the theory was proposed 200 years ago. Then it meant unobstructed 
trade between independent nations. It now means unobstructed trade 
across interdependent nations by transnational corporations (TNCs) 
and investors. It means freedom for TNCs and international investors to 
trade and invest where they like, come and go as they like, buy and sell as 
much or as little as they like, anywhere in the world, without interference 
from national governments, and without any social responsibilities. It means 
TNCs, international investors and the bankers that finance them feeling 
free to treat the world as their own private oyster. 


When the theory was originally proposed in 1776, nothing like today’s 
world order existed. Even the great colonial empires of the late 19th century 
lay well in the future. Furthermore, the theory was conditional upon a very 
important requirement. Paul Ormerod says this: 


“Ricardo was careful to point out that his theory was dependent 
upon the assumption that funds available to invest in industry (‘capital’ 
for short) did not flow freely from one country to another....In 
contrast, at the end of the twentieth century, capital is for the most 
part highly mobile.” 


It can and does flash around the globe in milliseconds, a fact which alone 
should render the theory inapplicable in today’s world. Applied out of context 
however, ‘free trade’ is a sound-good theory which produces an anomalous 
result, a result which just happens conveniently to increase the stranglehold 
international big business and finance have over the global economy. So- 
called ‘free trade’ then becomes, like economic rationalism in the domestic 
marketplace, a false theory which serves as an ideological weapon furthering 
the interests of global Capital. In the global economy ‘free trade’ does what 
economic rationalism does in the national economy: it furthers the 
globalisation agenda. 
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As economic rationalism in the domestic marketplace forces nationally based 
business to compete with TNCs on the same terms, so in the global context 
‘free trade’ compels small, economically weak nations, to compete with 
the rich and powerful. The result is predictable: a net siphoning-off of 
wealth and power from the Third World to the First World or, more 
accurately, to First World banks.’ 


Australia has always regarded itself as a developed nation, but in reality it 
lies somewhere between the developed and underdeveloped worlds. In 
November 1995 the influential English political weekly, the London 
‘Economist’, described Australia as a “Third World country with a First 
World standard of living”, a standard it has maintained largely on borrowed 
money.’ Since the lessons of the Third World have a particular relevance to 
Australia which could well be heading for Third World status, the subject 
of ‘free trade’ is tackled in that context. 


COMPARATIVE ADVANTAGE 


According to the genuine free market theory of international trade, each 
country should specialise in producing those things it produces more cheaply 
than any other country, products with respect to which it has a ‘comparative 
advantage’ over other nations. It should export those things and use the 
export earnings to import its other requirements, which in turn have been 
produced by other nations pursuing their own comparative advantage. Trade 
between nations should be free from tariffs and other barriers, so that 
production and prices could respond freely to market signals and forces on 
the world market. 


Through inducing countries into debt, however, global financiers can 
manoeuvre countries into positions where they are obliged to lay the 
resources which gave them their ‘comparative advantage’ at the feet of the 
creditors. The false theory of ‘free trade’ can thus be used to make 
economically less developed nations dependent on the wealthy nations even 
for food. The dishonest device of ‘no tariffs or other trade barriers’ is 
used to force them to compete with the wealthy nations on ‘equal’ terms. 
In the same way that this leads to domination by big business in domestic 
economies, in the global economy it guarantees the on-going domination of 
the economically weak nations by the strong. 
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THE BACKGROUND 


From the 1870s until World War II, the countries which now make up the 
Third World were colonies of European powers. There is an ongoing debate 
about whether colonialism was good or bad for them, but it really has little 
to do with their present predicament. During WW II, while the colonial 
powers were distracted fighting the war, paid and organised terrorists 
conducted ‘spontaneous’ liberation movements in the colonies which 
overthrew the rule of their former mother countries. By the end of the war, 
most of the old empires had been broken up, or were about to be. 


The former colonies, now politically independent but vulnerable, were about 
to become victims to what has been called ‘neo-colonialism’, an immoral 
form of economic domination and exploitation by the forces of global big 


business and finance. 


BRETTON WOODS 


In July 1944, while World War II was in its closing stages, representatives 
of global big business and finance met with their political counterparts at 
Bretton Woods, New Hampshire (US), to plan how they were going to run 
the world after the war. The excuse for what was about to take place was 
that since Hitler’s brand of socialism had been nationalist, nationalism could 
be blamed for causing the war. Future wars could be prevented (so the 
ideology went) by abolishing national boundaries, and herding all nations 
together into a new (global) world order. Apart from ‘preventing future 
wars’, the other justification was ‘freer trade between nations’, which was 
supposed to be ‘good for everybody’. In fact is was to be good for those 
who make big profits out of trade between nations. 


Economist J.M.Keynes warned that the free movement of goods and capital, 
advocated most powerfully by the US delegation, would inevitably lead to 
inequalities and instabilities, but his warnings were ignored. 


Two bodies were established: The International Monetary Fund (IMF), and 
the International Bank for Reconstruction and Development, otherwise 
known as the World Bank. The job of the Fund was to provide short-term 
loans to help nations with balance of payment problems. The World Bank 
was to finance longer-term development projects with loans repayable over 
15 to 25 years. 
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An International Trade Organisation which was to organise commodity 
markets and reduce protectionist tariffs was also approved, but it was 
subsequently rejected by the US Senate. In its place on tariffs there later 
(1948) came the General Agreement on Tariffs and Trade (GATT).* 


The Third World was not represented at the conference, even though it 
was to be profoundly affected by the policies agreed upon. The Third 
World would take what it got: namely ‘free trade’. Vallely refers to this as 
“the bullying imposition of [policies] on those who are less powerful...”.° 
The institutions set up at Bretton Woods “contained a powerful bias in 
favour of global competition and corporate enterprise.’ Russell Rollason 
writes, “For all three institutions [IMF, World Bank and GATT] however, it 
is clear that it was the rich who made the rules of the existing economic 
order.””’ 


THE WORLD BANK 


During the 50s and 60s the World Bank made loans to the Third World for 
approved development projects. Along with the loans went economic advice, 
which was basically orthodox free market theory as it applied to international 
trade: the theory of ‘comparative advantage’. 


But as Vallely says, “In theory....the free market system should work to the 
benefit of all; in practice, when the system is imposed from a Starting point 
where all nations are unequal, what free trade and market forces do is to 
magnify those inequalities.’” 


THE 1950s AND 60s 


According to the theory of comparative advantage the Third World had to 
concentrate on the production of ‘cash crops’ for export and forget about 
local food production. Cash crop production, capitalising on comparative 
advantage, would mean that the country would have more than enough 
revenue to import the other things it needed. They should devote their land 
and resources to growing coffee, rubber, cocoa, cotton, soya beans, or 
flowers (Kenya), or they were to mine minerals, all of which were to be 
exported to the First World. With the revenue from exports they could 
import manufactured goods and processed foodstuffs from the developed 
countries. So the theory went. 
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THE COMMODITIES MARKETS 


The ‘cash crops’ produced by Third World countries had to be sold on the 
world commodities markets where their price (according to orthodox free 
market theory) would be determined by supply and demand. In fact prices 
are controlled by the wealthy countries, and subject to wild swings due to 
the activities of speculators who produce nothing, but trade in commodities 
futures. A mere 5% of deals actually involve the delivery of goods. Says 
Vallely, “Speculation on this scale perverts free market trends which....are 
already biased against the poor commodity producers.” 


The problem identified by Geoffrey Lawrence’ of trying to use current 
market information to plan future agricultural production, is echoed by 
Vallely : “[Coffee] bushes cannot....be dug up and replanted to fit in with 
the monthly or even annual vagaries of the international commodity market.” 


Furthermore, as Third World commodity producers tried to produce more 
to pay for imports from the industrialised nations, the more they tended to 
drive down the prices of their own goods by flooding the market. Over 
time the Third World became dependent upon imports which were becoming 
steadily more expensive, while the prices it obtained for its exports on the 
commodities markets were being driven lower and lower. Economists call 
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this ‘deteriorating terms of trade’. 
THE “TRICKLE-DOWN” THEORY 


To the theory of ‘comparative advantage’ economic rationalists added the 
‘trickle down’ hypothesis. In accordance with this the IMF encouraged 
large-scale projects: huge dams, airports, universities, power stations, road 
networks and so on in Third World countries, all paid for through interest 
bearing debt. The theory was that the mere presence of these things would 
‘fuel economic growth’, and the wealth would ‘trickle down’ to the masses, 
alleviating the ever-present threat of poverty and starvation. The forecast 
growth never eventuated, and the projects still stand as ‘cathedrals in the 
desert’, monuments to theoretical economics.23 


CULTIVATING LOCAL ELITES 


At the same time America began cultivating local elites in the Third World 
countries who would serve its ongoing interests. The US Agency for 
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International Development (US AID) took selected Third World citizens of 
the ruling classes to the US for study and training in technical and professional 
fields directly related to ‘development objectives’ in their home countries. 
There they are wined and dined and treated well and indoctrinated in the 
benefits of the American system. When they returned to their home countries 
they served as ‘continuing channels and points of contact’... key people 
in the target country.'* Their role was to keep the channels open for the 
penetration of American capital. This ‘elite-building’ by the American 
political-intellectual Establishment, was generously funded by the American 
tax-free Foundations, which in turn were controlled by global finance. Later 
on, these local elites were to play a crucial role in incurring debts in their 
home countries of such a magnitude that the Third World could never 
repay them. 


THE NEW INTERNATIONAL ECONOMIC ORDER 
(NIEO) 


By the early 1960s the Third World, realising that ‘free trade’ was never 
going to be fair trade unless it took a stand, began demanding a better deal. 
Rallying in such organisations as the Non-aligned Movement and the Group 
of 77, Third World Countries created the United Nations Conference on 
Trade and Development (UNCTAD) where they argued for fairer terms of 
trade and more liberal terms for financing development. The developed 
countries responded to this attempt to develop countervailing power with 
declarations of good intentions, but nothing really happened.’ 


By the late 1960s, the Bretton Woods dream of a stable monetary system of 
fixed exchange rates with the US dollar as the only international currency 
was collapsing under the strain of US trade and budgetry deficits. The 
great symbol of capitalism itself, America, was falling behind in the global 
manufacturing and trade stakes. 


THE THIRD WORLD AND THE DEBT TRAP 


The Third World’s problems took a real turn for the worse in 1973 when 
OPEC, the Organisation of Petroleum Exporting Countries, formed a cartel 
and quadrupled the world price of oil. Billions of dollars began to flow into 
the cartel countries, which then deposited them in international banks. During 
the period 1972-77 alone, for example, $310 billion was deposited.’® The 
bankers looked around for somewhere to lend the money, and the Third 
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World, struggling under the burden of the new inflated oil prices, provided 
9 ready target for loans. 


The local ruling elites in Third World countries were induced to take out 
jaans at low interest, repayable over eight years, for any or no purpose at 
all. Normal bank caution was thrown to the wind. In the decade between 
1973 and 1982 the debt of the non-oil producing Third World increased 
fivefold, reaching a staggering $612 billion. And there was a catch: the 
joans were variable interest loans, the interest rate adjustable with movements 
in the financial markets. 


Since these loans were not for specified projects, or supervised by the 
IMF, not all of the money was spent wisely. According to Vallely it was 
spent variously on interest payments, the purchase of oil, lining the pockets 
of the local elites, prestige projects of dubious value, and arms. Little of it 
was used to alleviate poverty, or to invest in projects which might bring 
about a measure of economic self-sufficiency in the long run. 


SPRINGING THE TRAP 


In 1980 the Thatcher and Reagan governments implemented economic 
rationalism. The result was a sudden sharp rise in worldwide market interest 
rates to around 20%. Interest payments on Third World debt skyrocketed 
and mass defaults on loans appeared inevitable. 


Then the IMF, which Vallely calls the ‘global debt collector’, stepped in. 
The deal was that the IMF would assist Third World countries to meet their 
loan repayments to Western banks in return for an agreement by each 
country to implement economic ‘Structural Adjustment Programmes’ 
(SAPs). Those SAPs were (and still are) pure economic rationalism. In 
Asia at the present time they are called ‘bailout packages’. 


STRUCTURAL ADJUSTMENT PROGRAMMES 


The Structural Adjustment Programmes (SAPs) involved reducing 
government spending and services, lowering taxes on high income earners 
(the local elites), the privatisation of state-owned industries, increasing 
agricultural exports, and lowering tariffs on imports. If the country was 


not prepared to implement these measures, IMF assistance was to be 
withheld." 
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Cutbacks in government spending invariably meant reductions in medical 
and educational services. Cash crop production was stepped up at the expense 
of local food production. People began dying from starvation and lack of 


medicine while economic rationalism was concentrating on producing record 
export earnings. 


“The solution, structural adjustment programmes, proved a lot more 
‘workable’ for the big international banks who got their interest 
payments than it did for the laid-off public sector workers of Latin 
America, or for the African families who can no longer send their 
kids to school because of SAP-related ‘user-fees’. These ordinary 
people are the ones who had to do the ‘adjusting’.”’ 


IMF and World Bank-supported agribusiness moved in, taking the best 
land from the peasants, who were thereby deprived of the means of 
supporting themselves and their families. According to economic rationalism 
‘the market’ would create jobs for these people as seasonal agricultural 
labourers, but mechanisation was progressively eliminating the need for 
labour. Most of them gravitated towards larger centres where they now 
squat in shanty towns, unemployed, undernourished, and unhealthy. 


DEBT FOR EQUITY 


Another scheme offered was called ‘debt for equity’, whereby the Third 
World country was induced to sign over the rights to its natural resources 
forever, in return for the cancellation of some of its debt. Goodbye 
‘comparative advantage’ .’” 


As part of the SAPs’ privatisation requirements, Third World nations have 
been forced by the IMF to ‘privatise’ state-owned enterprises at bargain- 
basement prices. In 1990 more than 70 countries had privatisation 
programmes in place and sold state firms worth $185 billion. Anything 
which might enable debtor countries to trade their way out of debt must be 
sold.”° Predictably, the SAPs did not succeed in reducing the debt. Total 
Third World debt actually rose from $751 billion in 1981 to $1,355 billion in 
1990. In the meantime the forecast ‘growth’ had not materialised, and 
unemployment had risen. But as various writers have pointed out, the purpose 
of structural adjustment is to get the global bankers their money, not to 
create livelihoods for people*! 
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Some aid was sent. In 1985 total emergency aid to Africa was $3 billion. 
Yet Africa’s debt repayments to First World institutions in the same year 
were $6 billion. Then around that time a price collapse on world commodity 
markets wiped $19 billion off the value of the country’s exports. Both the 
World Bank and the IMF now take more out of the Third World in repayments 
‘even from the poorest countries) than they provide in new finance. 


‘FREE TRADE’ ENCLAVES 


Now, while TNC agribusiness moves in and exploits Third World land and 
cheap labour for the production of cash crops for export to wealthy 
countries, First World manufacturers take advantage of the helpless position 
of these people in order to produce consumer goods at maximum profits. 
Third World governments, desperate to encourage any sort of economic 
activity, set aside compounds in their countries known as ‘free trade zones’. 
In these zones they build factories, then try to entice TNCs to set up 
operations in them, employing the local people. The economic rationalist 
theory is that wealth produced in these zones will ‘trickle down’ to the 
poor local populations of the host countries. 


Throughout Central America Asian manufacturers (South Korean and 
Taiwanese) have set up in these zones producing brand name clothing, 
such as Levi's, for the US market under contracts or licencing agreements. 
They began doing this in the mid-1980s when workers in their own countries 
started to agitate for better working conditions and higher wages. 


Economic rationalists claim these developments represent a long-term benefit 
to the host country, but like the cash crop, their production is geared to 
exports and controlled from abroad. Production is not based on the needs 
of Central Americans, but on the fashion whims and demands of North 
American consumers. Because the TNCs pay no taxes, their only contribution 
to the host country is a number of temporary dead-end jobs. They do not 
help the host country pay off foreign debt, or provide revenue which the 
government might use for health care or education. 


While it might be argued that governments should strike a harder bargain, 
there is NO real bargaining situation. If the host government strikes a harder 
bargain the TNCs can up and leave without notice and relocate where 
concessions are more favourable. While capital can move when and where 
it likes, but labour cannot, there can be no ‘free market’. 
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The explosive growth of maquiladora (‘free trade’) zones is often held up 
by globalization’s supporters as a good example of free trade at work. 
They claim that the industry generates jobs for previously unemployable 
unskilled labourers, and has benefited women in particular by allowing them 
to escape oppressive domestic roles and to enter into the formal workforce. 
On the other hand, critics argue that proponents overstate the economic 
and social benefits of maquiladora employment. 


Proponents of globalization argue that the low earnings from maquiladoras 
are better than no wages at all. However, that ignores the fact that the 
impoverishment of the Third World is already the result of the structural 
adjustment programs (SAPs) imposed by the First World in the past, and 
which are clearly hostile to national economic development strategies. 


Furthermore, recent studies show that maquiladora salaries cannot provide 
people with the most basic access to necessities. The Coalition for Justice 
in the Maquiladoras reports that the salaries of Mexican maquiladora workers 
even before the peso crash could barely enable them to meet immediate 
survival needs like food and minimal shelter. And, since December 1995, 
the cost of food and necessities in Mexico rose 212% while wages stagnated. 


Moreover the maquiladora economy does not include a viable strategy for 
(national) economic development, but consistently frustrates local and 
national economic development policy objectives. In Haiti, for example, the 
maquiladora strategy failed to produce benefits for anyone but the foreign 
owners of export manufacturing plants. Foreign investment in Haiti's export 
assembly sector now provides about 12,000 extremely low-paying 
jobs....about US $1.20 per day....and about 60,000 jobs at its peak in the 
late 1980s. Since 85% of the value of production is made up of imported 
parts, these investments produce almost no net foreign exchange, especially 
when the profits taken out of the country are taken into account. This 
sector has few linkages to domestic production, and so does not make any 
other contributions to Haitian economic development. 


While maquiladoras may not improve the economic lot of most workers, 
nor constitute a legitimate economic development strategy for nations, 
multinational investors are benefiting from the lower labour costs of the 
maquiladora zones. According to the US Bureau of Labor Statistics, hourly 
compensation costs for production workers in manufacturing in Mexico in | 
1996 were one eighth those of the U.S. This is a decline in value from | 
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-©7S, when compensation costs for Mexican workers were almost one 
gearter of those for US manufacturing workers. 


SUCCESSES NOT ECONOMIC RATIONALIST 
SUCCESSES 


What successes there have been in the Third World have not come from 
applying economic rationalism or ‘free trade’. Taiwan, South Korea, 
Malaysia, and Thailand have all used not free market but Mixed Economy 
principles: strong government intervention to order society, protect the 
domestic economy and promote growth. 


In a recent talk ‘Prospects for Democracy’, Noam Chomsky made the 
point that the Mixed Economy is the only way in history that development 
has taken place. Says Chomsky, “The prescription that contemporary 
economic ideologies offer to underdeveloped societies have the interesting 
property that they are refuted 100% of the time”. There is not one case in 
history where a country has developed by applying free market principles. 
Societies that have tried ended up as ‘basket cases’. 


The attitude of the IMF bureaucrats is that there can be no turning back, 
whatever the human cost. Globalisation is ‘unstoppable’. The tail that is the 
economy, wags the dog that is society. While economic rationalism ‘fails’ 
yet again for the people, billions of dollars are extracted from the Third 
World by global big business and finance. 


UPDATE 


Developments are taking place in Asia which bear an ominous similarity to 
the experience of the Third World. Asia’s Mixed Economies were limiting 
penetration by global Capital by restricting foreign ownership of Asian 
businesses and banks, showing reluctance to privatise government-owned 
businesses and public utilities, and so on. The now-familiar procedure was 
employed: Asian banks were urged to get into debt, runs on the Asian 
currencies by speculators occurred on some pretext or other, the banks 
defaulted on their repayments and looked like crashing, and what one minute 
were ‘Asian Tiger’ economies were the next tame pussycats. 


The IMF then stepped in with ‘rescue packages’ financed through donations 
from taxpayers in a variety of countries including Australia. Attached to 
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those packages were the Asian versions of the Third World Structural] 
Adjustment Programmes: reduction of government spending and contro} 
over cconomies, Opening up the countries to foreign exploitation 
(‘Investment’), and the sale to international interests of public utilities like 
Korea’s Telecom, and chunks of car manufacturing companies like Daewoo 
(to GMH, 35%). IMF advice to Thailand threw the country into a deep 
recession. “Thailand’s recovery from the baht collapse has been stalled by 


the recession, which could shrink the national economy by 8 per cent this 
year....”’22 


FREE TRADE AND THE MAI 


Free trade now means the freedom for TNCs and international investors to 
do anything they like, anywhere they like, with the world and its people, 
free from any legal obligations, moral constraints or social responsibilities. 
The Multilateral Agreement on Investment (MAI) is an attempt to turn that 
into international law. The Agreement is a product of the OECD, the 
Organisation for Economic Cooperation and Development, a rich nations’ 
club which has TNCs as members. The date of its implementation will be 
the date when corporations finally take over the world, or at least the global 
economy. 


The MAI will legally bind the 29 countries of the OECD, which include 
Australia. Under it, TNCs will gain the right to sue national governments 
for even debating issues which may harm the profit of an investor regardless 
of domestic law. It will force governments to respond to economic pressures 
by abolishing worker protections, public safety regulations and measures 
protecting the environment. The real clout in the MAI is the right it gives 
companies to sue governments for large damages if their actions interfere 
with profits. 


Its effect will be to greatly strengthen the power of TNCs while 
correspondingly weakening the power of nation states. Increasingly, the 
role of democratically elected governments will be confined to developing 
and implementing economic, social and environmental policies that serve 
the interests of TNCs, rather than the broader interests of their own citizens. 
The MAI will remove most remaining ownership restrictions that 
governments place on foreign investors. It will be illegal for countries, 
states and localities to screen foreign investment, to steer it towards particular 
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geographical locations, or to place conditions on investors to ensure that 
the local or domestic economy benefits from the investment. 


The MAT will bring about a massive transfer of rights from citizens to 
investors in the new global economy, and shift radically the balance of 
power between national governments and international corporations. It not 
only makes it illegal for a national government to impede in any way the 
exploitation by TNCs of its natural resources and people, but makes it 
‘discriminatory’ for that government to give any sort of preferential treatment 
to its own local businesses. The overall effect will be surrender to global 
corporate tyranny. 


DECLARATION OF GLOBAL CORPORATE RULE 


The political rights, power, and security of TNCs on a world-wide scale 
will be enhanced in the following ways: TNCs shall be treated as having a 
legal status with political rights equal to those of nation states. Any future 
government wanting to take public ownership and control over a sector of 
the economy that had been previously privatised, or to reintroduce regulations 
previously abolished, will be forbidden to do so. 


National governments will be forbidden to impose performance requirements 
on foreign-based corporations or investors, such as job content, export 
quotas, import quotas, technology transfers, local purchasing, and so on. 
A government can impose such requirements on domestic companies, but 
not on foreign-based corporations. No government can impose restrictions 
on the return of profits made in its country to the parent corporation, 
including (presumably) taxation of profits. 


The Agreement will override federal Constitutional arrangements in countries 
like Australia. The investor rights of corporations are to be applied at all 
levels of government, whether or not existing Constitutions empower federal 
governments to do that. The MAI will grant to corporations the right to sue 
governments or states, and provides a binding dispute settlement mechanism, 
while governments are not granted reciprocal rights to sue corporations 
for damages on behalf of their people. 


There will be new constraints on the conditions which governments can 
impose when they privatise public assets. Governments will be prevented 
from offering ‘special share arrangements’ to encourage local workers 
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and communities to buy the company or to distribute shares to the general 
public. Foreign-owned corporations must be allowed to bid on the assets, 
as well as domestic companies. Government enterprises not yet privatised 
will be required to act ‘solely in accordance with commercial considerations.’ 


This forbids cross-subsidisation or discounted services to rural communities, 
for example. 


No government will be allowed to “impair ... the operation, management, 
maintenance, use, enjoyment or disposal of investments in its territory” by 
corporations based in another country. The role of governments, in other 
words, is to protect the assets of foreign-based corporations, and to provide 
a safe haven for profitable transnational investment. All of this serves to 
entrench the economic and political power base of TNCs, and make it 
easier for them to exert pressure on their host governments. 


INVESTMENT INCENTIVES 


Governments would also be required to provide ‘investment incentives, 
direct financial contributions such as grants, loans, equity infusions, and 
loan guarantees, as well as tax credits and foregone revenue. The ‘national 
treatment’ and ‘most favoured nation’ requirements would be applied to all 
these ‘investment incentives’. In other words they could not be offered to 
domestic companies without offering identical benefits to transnationals. 


Corporations will be empowered to directly sue governments for breaches 
of the Agreement. It will be illegal for governments to target corporations 
for operations in other countries where they might be violating labour, 
environmental and human rights standards. Once a country has ratified the 
Agreement, it is virtually locked-in for a 20-year period, providing TNCs 
with an ironclad guarantee that the MAI’s investment rules will remain in 
force for at least 20 years. 


THE MAQUILADORA STRATEGY 


Barriers to foreign investment, such as high export tariffs or performance 
requirements (conditions imposed on foreign investors that ensure that the 
local community benefits from foreign investment, ©€.g., hiring a certain 
number of local residents, purchasing inputs locally, etc.) will be eliminated, 
enabling TNCs to set up wholly owned export manufacturing (or 
maquiladora) zones all over the world. 


ie 
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tre MAI will further entrench the ‘maquiladora strategy’ by: granting 
avestors Virtually unlimited rights to move capital across the globe; 
guaranteeing foreign investors the ability to acquire 100% equity ownership 
wm almost all economic sectors; enabling manufacturers to relocate almost 
anywhere they please; preventing the host countries from imposing 
conditions on the foreign investment which might enable them to share in 
the benefits of foreign investment; giving foreign corporations the right to 
sue governments for compensation in the event that a law or practice limits 
their freedom to invest or divest at will; making it more difficult for nations 
to address the vast disparities in economic wealth among their citizens and 
for international bodies to address the increasing impoverishment, especially 
in the Third World. 


Under the MAI, foreign investors can enforce their rights in international 
courts. They may sue governments for violating any provision of the 
agreement, and request damages. Thus, in addition to the challenge that 
investment liberalisation presents to local economic development policies, 
the MAI enables investors to directly challenge national, state and local 
laws, regulations and policies that they argue are discriminatory. 


An MAI nondiscrimination clause, national treatment, ensures equal 
treatment between foreign and domestic investors. Any subsidies, aid, or 
grants set aside for local business or agricultural development may be 
considered discriminatory unless such benefits are also offered to foreign 


investors. 
THE MAI AND THE THIRD WORLD 


MAI rules could preclude development strategies used in the Third World 
to reap local benefits from foreign investment, including laws requiring 
foreign investors to form partnerships with local firms so as to foster local 
capital accumulation; laws that promote investment in local human capital 
by requiring the employment of local managers; and laws requiring that 
foreign firms share technological equipment and know-how. 


The MAI could ban key laws that seek to limit foreign ownership of local 
resources and industries, including agricultural land, mineral resources, 
and newly developing sectors of the economy. Thus, the rules limiting 
foreign ownership of rural land that are the cornerstone of land redistribution 
policies in underdeveloped countries could be threatened. 
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The MAI will make it more difficult to restrict forei 


hee a the globalization of financial markets. This makes it more 
iticuit for underdeveloped countries t 

| | | O pursue national development 
—_— that require, for example, some controls over their sineeastion It 
also accelerates the spread of financial crises (e.g. the widespread 
repercussions of the Mexican peso crisis in 1995, or the more recent 
speculative assaults on the Thai, Philippine, and Indonesian currencies) 


gn financial speculation, 


That, is the new meaning of ‘free trade’. 
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CHAPTER 10 


GLOBALISATION: 
THE FULL PROGRAMME 


INTRODUCTION 


In 1991 the Soviet Union, after a brutally oppressive reign of 74 years, 
gave a quite sigh and ‘collapsed’, or so the world was led to believe. 
Communism, the great threat to Capitalism and democracy, was quietly 
retired. The “Cold War’ was over, and Capitalism, far from collapsing due 
to its Own ‘inner contradictions’, had emerged the winner. Even China was 
said to be implementing ‘market reforms’, so its system could no longer 
correctly be described as Communism. In place of Communism another 
word appeared in the Western media: Globalism. This was to be the ‘new 
reality’. 


According to its proponents, Globalism was not deliberately being 
implemented, it was ‘just happening’. It was being driven by the inexorable 
forces of history, it was human destiny, and as such it was ‘inevitable’, 
‘unstoppable’. Philosopher Francis Fukuyama claimed that liberal capitalist 
‘democracy’ would be the ‘end of history’, the ‘endpoint of mankind’s 
ideological evolution’.' Strangely, these were precisely the claims made 
previously for Communism. 


THE ‘GREAT TIDE OF CHANGE’ 


On October 17, 1997, Reuters reported from Buenos Aires that President 
Clinton declared “a great tide of change is sweeping the world....Isolationist 
voices must be ignored as efforts proceed to fully integrate the political and 
economic future of the Americas.....’” Already the integration of the political 
and economic future of Britain and the countries of Europe was well 
advanced under the European Union, with a central bank, common currency 
planned, and a central parliament in Brussels. Australia also was enrolled in 
the regional Asian trading bloc, APEC. 
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“Globalization is irreversible,” said Mr. Clinton, “protectionism will only 
make things worse”. ‘Isolationism’ is a new term for what used to be 
called the ‘right of national self-determination’, while ‘protectionism’ used 
to mean a country protecting its industries, economic assets, and the well- 
being of its people from exploitation by outsiders. Those policies, once 
regarded as good sense and every country’s right, ‘will now make things 
worse’. They stand in the way of this “great tide of change sweeping the 
world’: globalisation. 


At the Canberra Press Club a few weeks later on 1 December 1997, Foreign 
Minister Alexander Downer told journalists that Australia was committed 
to globalisation. “Let me put this clearly,” said Mr. Downer, “globalisation 
is an irreversible trend. It is happening. And it is good for all Australians, 
the region, and the world.” The future lies with ‘globalisation’, while opposing 
it is to ‘turn back the clock’. He described the difference between those for 
and those against globalism as “the great political dichotomy of our age, as 
fundamental as the old conflict between capital and labour’. Obviously 
globalism is no small thing. 


GLOBALISM: THE REAL MEANING 


Futurologist Alvin Toffler, in his novel ‘The Third Wave’ (1980), defined 
‘globalism’ as “the idea that nationalism is obsolete’. Nationalism is the 
idea that the world order should consist of around 200 independent sovereign 
(self-governing) nations cooperating with each other on a voluntary basis. 
Obsolete means out of date. Globalism means that the independent self- 
governing nation state is out of date. It means the nations of the world have 
to give up their sovereignty, their right to independence and self-government, 
and hand it over to what are being called ‘institutions of global governance’. 
Thereafter they become ‘interdependent member states’ of a global economic 
and political order. 


THE PLAN FOR WORLD GOVERNMENT 


Reliable sources have been warning for many years that there is a plan for 
world government being implemented by a coalition of elites in banking, 
big business, the bureaucracies, universities, the judiciary, churches, and 
the media. It is a coalition of middle-class Socialists and monopoly Capitalists, 
urged on by the international money-lenders. 
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The plan is being implemented by elements within the executive arm of the 
American government, including the President, and coordinated worldwide 
through bodies such as the Fabian Society, International Socialist Parties, 
various non-government ‘think tanks’, like the American Council on Foreign 
Relations (CFR), the Trilateral Commission (TLC), the Bilderbergers Group 
and numerous others, none of which has any democratic mandate to be 
rearranging the world. The aim is the absolute control, by these elites, of 
the world and all its resources, including human resources. 


CONSPIRACY THEORY 


According to the media, the idea of a coordinated plan for world government 
is a ‘conspiracy theory’. Globalisation is supposed to be ‘just happening’, 
the result of spontaneous forces beyond the control of man, ‘market forces’, 
forces of historical inevitability, or destiny. 


To suggest that human affairs have never been the outcome of deliberate 
human connivings, some of them covert, is patent nonsense. The covert 
actions of the American CIA in toppling or propping up Third World 
governments according to their usefulness or otherwise to US interests is 
one well-known example. Things do not always go according to plan, but 
to suggest that there is never a plan 1s too silly to warrant serious discussion. 
Nevertheless, thanks to the mass media, it 1s necessary. 


There are many examples of conspiracies in history. Writing in his book 
‘The Nation State and National Self-determination’ in 1969, Professor Alfred 
Cobban referred to “systematic attempts [by Nazi Gcrmany] to destroy the 
independent states of Europe by spreading internal dissention.” Such 
‘systematic attempts’ implied conspiracy. Cobban quotes another writer 
from a previous century, Lecky who, in another book, ‘Democracy and 
Liberty’ (1896) had condemned “the use of national divisions for the 
[deliberate] destruction of existing political entities”. How else but by 
conspiracy? 


Weakening neighbouring states to make them ripe for conquest by 
deliberately stirring up trouble within their borders is as old as mankind. It 
did not ‘just happen’. It came about through ‘conspiracy’: a plan of action, 
meetings and briefings, and the financing of people within the target country 
to stir up trouble. Lecky referred to it as “the object of all such men [tyrants] 
to see surrounding nations divided, weakened, and perhaps deprived of 
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important strategical positions, through internal dissensions”’,? According 
to Professor Cobban, and he is hardly alone, Germany did precisely this in 
the years before 1939. Nobody accused these learned writers of being 
‘conspiracy theorists’. 


Techniques similar to the ‘conspiracy theory’ claim were used by Western 
media to protect the Communist movement in the post-World War II years. 
The Communist Manifesto of 1848 is a conspiratorial document. The purpose 
of its authors, Marx and Engels, was to incite the working men of all 
nations to revolt, overthrow the ruling middle class (bourgeoisie), and to 
deliver economic assets and the reigns of government into the hands of a 
‘small section of the ruling class’ which would ‘go over’ to the working 
Class ‘at the decisive hour’.? An international organisation, the Communist 
International, was formed to coordinate the Communist movement world- 
wide. Lenin, in ‘What is to be Done’ (1902), urged communists to “so 
amongst all classes of the people as theoreticians, as propagandists, as 
agitators and as organisers”. One can hardly be more conspiratorial than 
that. 


That is exactly what communists did, yet anybody who suggested as much 
was accused by the journalists and editors of the Western mass media of 
‘kicking the communist can’, or ‘seeing reds under the bed’. There was no 
Communist plot, according to Western media, even though all the communist 
literature confirmed that there was, even though every worker on an 
Australian factory floor knew at first hand that there was, and even when 
Soviet President Mikhail Gorbachev ultimately admitted to the world that 
Russia had been ‘exporting revolution’. 


The fact is that any interpretation of world events or their causes which 
differs from the officially sanctioned view put out by the propagandist 
media is now labelled a ‘conspiracy theory’. The purpose of the label is to 
quash speculation that the official media version of the world may be false. 


IN BED TOGETHER 


Some confusion as to the real nature of Globalism has resulted from the 
apparent union of Capitalists and Socialists in bringing it about. President 
Clinton and ideologists in American globalist ‘think tanks’ are trying to put 
out the idea that this is something new, a compromise, a ‘Third Way’ 
between Capitalism and Socialism.* In fact there is nothing new about it at 
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all. Professor Antony Sutton in his book ‘Wall Street and the Bolshevik 
Revolution’ says this: 


‘*....one barrier to mature understanding of recent history is the notion 
that all capitalists are the bitter and unswerving enemies of all Marxists 
and socialists. This erroneous idea originated with Karl Marx and 
was undoubtedly useful to his purposes. In fact, the idea is nonsense. 
There has been a continuing, albeit concealed, alliance between 
international political capitalists and international revolutionary 
socialists....to their mutual benefit.” Later he says, “‘....the totalitarian 
socialist state is a perfect captive market for monopoly capitalists.” 


Others are calling the alliance between monopoly Capitalism and Socialism 
‘corporatism’, or the ‘corporate state’. In fact an alliance between Capitalism 
and Socialism is the definition of FASCISM. Whatever it is called, there is 
no room in it for individual rights or freedom. 


The point is that Globalists are Socialists who, while wanting to transform 
civilisation, neither understand nor want to be troubled with economics. 
Centrally planned Socialist economics, tried for 74 years in the Soviet Union, 
proved a failure. When the ‘collapse’ of the Soviet Union was brought 
about in 1991, it seems that a deal was struck between these two camps: 
the Capitalists could control the wealth and the world economy, while the 
Socialists could have the social control. Each would exercise their own 
particular “comparative advantage’. 


GLOBAL GOVERNANCE 


So what is ‘global governance’? The Concise Oxford Dictionary defines 
‘governance’ as the ‘act of governing’. What is the difference between 
‘governance’ and ‘government’? The same dictionary defines ‘government’ 
as the more modern word for ‘governance’. ‘Global’ is defined as ‘world- 
wide, embracing all countries’, so global governance literally means ‘world 
government’. However, the different terms allow globalists to deny they 
are working towards world government. See, they are working towards 
‘global governance’. 


There are literally dozens of books written on the subject of ‘global 
governance’, for example: ‘Goals for Mankind’ (1977), “Reshaping the 
International Order’ (1976), ‘Mankind at the Turning Point’ (1974), and 
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‘Our Global Neighbourhood: the Report of the Commission on Global 
Governance’ (1995). None of those books was written by ‘conspiracy 
theorists’. They were all commissioned by the United Nations or groups 
associated with it, like the Club of Rome....Non-Government Organisations 
(NGOs) which are now regarded as legitimate ‘institutions of global 
governance’ even though their power has no democratic basis. All of those 
books concern the establishment of a new world order in which the 


sovereign nation state is replaced with a global order of ‘interdependent 
member-states’ under a new form of ‘global governance’. 


THE DREAMERS’ VIEW 


One view of the intended global order might be termed the Utopian Socialist 
view, of a ‘global neighbourhood’ and a ‘brotherhood of man’, of a more 
united world where there is no war, no crime, no malice, no greed, everybody 
is the same shade of brown and people all join hands, love one another, and 
work together for a more peaceful, equitable and ecologically sustainable 
world. According to this view there is no need for ‘world government’, it 
will ‘wither away’ and the whole system will operate ‘somehow’. This 
was the view popularised by John Lennon in the song, ‘Imagine’: “Imagine 


there’s no countries, It isn’t hard to do, Nothing to kill or die for, And no 
religion too.” 


WORLD GOVERNMENT ‘OUTED’ 


At the other end of the spectrum, in the monopoly Capitalist camp, an 
entirely different view emerges of what the new global order involves. 
Strobe Talbot, Clinton’s Deputy Secretary of State, was quoted in Time 
Magazine, July 20th, 1992, as saying, “In the next century, nations as we 
know it will be obsolete; all states will recognize a single, global authority.” 
In 1993 the World Federalist Association, a body promoting world 
government, presented Talbot with the Norman Cousins Global Governance 
Award. President Clinton wrote to the Association congratulating 1t on Its 
choice of Talbot, saying, “Norman Cousins worked for world peace and 
world government....Best wishes....for future success.”” 


US Council on Foreign Relations member James Warburg (of the international 
banking family) said to the US Senate Foreign Relations Committee on 
February 17th, 1950, “We shall have world government whether or not you 
like it by conquest or consent.” 
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THE COMMISSION ON GLOBAL GOVERNANCE 


somewhere in between these views is that of the Commission on Global 
Governance (COGG), formed in 1992, an initiative of ex-Chancellor Willy 
Rrandt of Germany. It arose out of a conference in Stockholm and was 
endorsed by then United Nations (UN) Secretary-General Boutros Boutros- 
Ghali. The 28 member Commission published its report in 1995 in a book 
entitled ‘Our Global Neighbourhood: the Report of the Commission on Global 


Governance’. 


According to the Commission, ‘global governance’ does not mean ‘world 
government’, though it concedes that ‘the similarity of the terms could 
lead to misunderstanding’. A world government might be one which was 
“less democratic than the world we have, one more accommodating to 
power, more hospitable to hegemonic ambition, and more reinforcing of 
the roles of states and governments rather than the rights of people.” The 
challenge was “to strike the balance in such a way that the management of 
global affairs is responsive to the interests of all people in a sustainable 
future, that it is guided by basic human values, and that it makes global 
organisation conform to the reality of global diversity.” 


How can global organisation be made to conform to the reality of global 
diversity? Says the Commission, “Countries are having to accept that in 
certain fields sovereignty has to be exercised collectively”. And how can 
sovereignty be exercised collectively without some coordinating body? It 
can’t. How can nations ‘exercise sovereignty collectively’ and still be 
independent? They can’t. They ‘exercised sovereignty collectively’ in the 
former Soviet Union. Collective sovereignty is a contradiction. 


ATTEMPTS AT WORLD GOVERNMENT 


There were three attempts at world government, two attempts at a League 
of Nations which were unsuccessful (Congress of Vienna 1814; and 
following World War I), and finally the United Nations in 1945, which was 
successful. When the UN was formed in 1945,’ all countries were concerned 
that their national sovereignty might be compromised. To allay their fears, 
the UN Charter Article 2 para 7 stated, “Nothing contained in the present 
Charter shall authorise the United Nations to intervene in matters which are 
essentially within the jurisdiction of any state....” 
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But nowhere Was it specified what were ‘matters essentially within the 
Jurisdiction of a state’, or who would determine that. In fact the UN was 
going to. Over the years ‘matters essentially within the jurisdiction of a 
State have become progressively fewer, while matters essentially within 
the Jurisdiction of the UN have expanded to where the UN now controls an 
increasing number of aspects of the lives of people worldwide. 


THE END OF NATIONALISM? 


According to Globalists, nationalism is out of date, while Globalism is the 
thinking of the future. Addressing the 3046th meeting of the UN on January 
31, 1992, then Secretary-General Boutros Boutros-Ghali said “....narrow 
nationalism can disrupt a peaceful global existence. Nations are too 
interdependent, national frontiers are too porous and transnational 
realities....too dangerous to permit egocentric isolationism....”'° Nationalism 
is now ‘egocentric isolationism’, something that cannot be permitted. 


A study of the history of nationalism, however, reveals that the opposite is 
true. Nationalism is in fact as young as modern democracy: little more than 
a few hundred years old. It has arisen since people gained access to education 
and demanded increasingly the right to govern themselves." 


For the previous 5,000 years the tendency had been to lump countries and 
peoples together into empires: from the Babylonia Empire around 3500 BC, 
through the Assyrian Empire, the Macedonian Empire, the Roman Empire 
around the time of Christ, the Holy Roman Empire during the Middle Ages, 
the European Empires during the 19th century, and the Soviet Empire (the 
Soviet Union) during the 20th century (to name just a few), that was the 
thinking. 


Globalism is an extension of that thinking: the idea that all countries and all 
peoples should be lumped together under one world government, in one big 
global empire. Globalism is not the thinking of the future, itis the old empire- 
building thinking of the past, extended globally. 


Nationalism has been the strongest group emotion known to man, and 
there is no evidence that it was becoming outdated by some natural course 
of social evolution. Quite the contrary: all the evidence suggests it was 
growing stronger. Nor is there any evidence for the idea that globalism is 
natural and ‘unstoppable’, driven by the ‘inexorable forces of history’ or 


Globalisation: The Full Programme = 157. 





destiny. The same Globalists who claim man has no mastery over his political 
destiny are planning to take control over the future course of human biological 
evolution through gene technology. 


THE END OF DEMOCRACY 


Nationalism is intimately tied in with modern democracy. It envisages self- 
governing people in self-governing nations, although the concept has not 
always been achieved in practice. The rise of nationalism accompanied the 
rise of popular democracy: government of the people by the people, a concept 
now being derided by globalists as ‘populism’. With the demise of the 
nation state, democracy also will be demised. Certainly at the moment there 
are no signs of democratic structures being built into the ‘institutions of 
global governance’. 


Sir Anthony Mason, Former Chief Justice of the High Court, warned of 
this at the opening of a Melbourne Convention. “If the prophets of the 
demise of the nation state be right,” said Sir Anthony, “we should be thinking 
about making international decision making itself more democratic, open 
and transparent..... The problems are considerable.” So far there has been 
no attempt to do this, and there is no sign yet that it will be done. Issues of 
freedom and democracy are simply being ignored, now that Communism 
is allegedly dead. 


IGNORING THE LESSONS OF HISTORY 


The novelist/philosopher Ayn Rand wrote: “Governments throughout history 
are the proven agents of bloodshed, wars, persecutions, confiscations, 
famines, enslavements and wholesale destructions. Potentially a government 
is the most dangerous threat to human life and liberty. It holds a legal 
monopoly on the use of physical force against legally disarmed victims. 
When unlimited and unrestricted by individual rights, a government is men’s 
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deadliest enemy’. 


The historian Lord Acton said ‘power corrupts, and absolute power corrupts 
absolutely’, and the history of this century yields proof enough of that: 64 
million Russians were murdered by their own government;'? millions died 
in Nazi Germany; an estimated 60 million people were murdered in Mao 
Tse-tung’s China; the world watched the Tienanmen Square massacre on 
TV; one third of the population of Cambodia (estimated 2-3 million) was 
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exterminated by Pol Pot;'" Nicolae Ceauscescu of Romania ordered the 
deaths of 60,000 of his fellow-countrymen during his 23 year dictatorship;’° 


Indonesia has practiced genocide on the people of East Timor;"* and the list 
goes on. 


If history teaches any lesson at all it is that absolutely nobody can be trusted 
with political power. All political power will be abused sooner or later unless 
there are constitutional limits imposed on it and the populace is ‘eternally 
vigilant’. It was for this reason that concepts of individual rights, Bills of 
Rights, Constitutions, the Separation of Powers, the necessity for a Free 
Press, Independent Judiciary, and Popular Democracy (government of the 
people by the people) were developed. These concepts were advanced not 
by ‘conspiracy theorists’, but intelligent men who realised that while 
government was necessary, so were limitations on its power if life for the 
masses was to remain at all tolerable. 


The present generation it appears is taught no history, so it has no idea of 
the past, other than as something previous generations allegedly ‘got wrong’. 
The collective wisdom to be gained from history is being expunged from 
the collective consciousness of tomorrow’s society. As the Spanish- 
American philosopher Georges Santayana said, “those who do not learn 
from history are destined to repeat it’. 


REQUIREMENTS FOR WORLD GOVERNMENT 


To establish world government several things are required: 


¢ ‘institutions of global governance’, like the United Nations, the OECD 
and other NGOs, 


¢ international ownership and control of the world’s economy, including 
all major economic assets and resources, 


¢ the transfer of political and legal sovereignty out of the hands of national 
governments to the institutions of global governance, 


¢ means of controlling the people and suppressing resistance, including 
civilian disarmament, 


° control of information, including the media and publishing, 
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the destruction of national cultural identity and sentiment. 


All this is quite a task, particularly since it must be accomplished without 
she people of the world fully realising what is happening and organising 


resistance. 
DISMANTLING NATIONS 


To make the ‘globalised’ system work there cannot be independent nations 
wanting to go their own way. They have to be turned into interdependent 
‘member states’ of the global order. To turn an independent nation into an 
interdependent ‘member state’, 4 things have to be demised, if not entirely, 


then at least substantially: 


¢ Political sovereignty: the right of a country to govern its own affairs. 


« Legal sovereignty: the right of a country to enact or not enact its own 
laws. 


¢ Cultural sovereignty: the right to preserve a common sense of values, 
cultural identity and nationhood. 


¢ Economic sovereignty: the right of a country to determine its own 
economic policies, trading with other countries if and when it chooses. 


POLITICAL AND LEGAL SOVEREIGNTY 


The surrender of Australia’s political and legal sovereignty 1s being achieved 
by means which bi-pass the Australian parliament. Treaties are signed by 
the Governor-General on the advice of Cabinet using an antique power of 
the British monarch called the ‘royal prerogative’, the exclusive power of 
the Queen to declare war and sign treaties with foreign nations.’ It is even 
doubtful that the Governor-General has such a power,’ but Globalists are 
paying little attention to legality unless it furthers their own cause. 


Once a country signs a treaty, its Parliament is then obliged to enact domestic 
legislation giving effect to it. In Australia this would have been restricted 
by the fact that the federal government had limited powers under the 
Constitution, powers basically confined within s.51. However, the High 
Court in the Franklin Dam case’’ interpreted one small sub-section of s.51, 
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the External Affairs power [s.51(xxix)] in such a way that the federal] 
government now acquires more powers under that small sub-section than 
it did formerly under the entire Constitution. This effectively re-wrote 
Australia’s Constitution to suit the purposes of globalisation, and Overturned 
the federal system which formerly shared power between the Commonwealth 
and the States. In the areas covered by the subject matter of treaties, the 
Australian government now effectively derives its powers from the treaty 
and the body that sponsors it, not from the Australian Constitution or the 
Australian people. 


Further, by signing a treaty the Australian government agrees to have the 
appropriate ‘institution of global governance’ dictate what laws it will or 
will not pass domestically on the subject matter of the treaty, and to submit 
to oversight by the international body as to its compliance with the treaty’s 
terms. As the Tasmanians found when they tried to enact an anti-sodomy 
law, once a treaty is signed Australia is no longer sovereign in that area. 


Two principal devices are being used to surrender Australia’s political and 
legal sovereignty: treaties, and international conferences. 


THE UN TREATIES 


Here are some examples of the more important treaties: 


¢ The United Nations Convention on the Rights of the Child (signed 
1991) created children’s rights, including against parents. The treaty 
requires that the education of children now must include global education, 
multiculturalism, feminism, and environmentalism, and requires the 
setting up of a national system of daycare. Article 43 sets upa Committee 
of ‘experts’ to monitor the implementation of the treaty. Parents still 
have rights with regard to their children, “except if it is contrary to the 
child’s best interests”. And who will determine what’s in the child’s 
best interests? Not the parents. A bureaucracy ultimately answerable to 
the UN will. The Convention also says the child “needs....appropriate 
legal protection before as well as after birth”. How can that be reconciled 
with abortion on demand? Obviously it can’t. Some rights exist long 


enough to get governments to sign the treaty, then the UN will decide 
which rights to acknowledge. 
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» The United Nations Convention on the Elimination of all forms of 
Discrimination Against Women (signed 1983) purports to abolish 
discrimination against women in all aspects of life. What it really does is 
implement feminist ideology globally. It is based on the notion that the 
cultural role adopted by women over the past 10,000 years was imposed 
on them by men for the benefit of men; that the only differences between 
men and women are the result of social conditioning, not biologically- 
based preferences. Accordingly this treaty requires Australia [Article 5] 
“to modify the social and cultural patterns of conduct of men and women’’ 
[i.e. behaviour modification]. It requires the government to “erase 
the traditional concept of the roles of men and women at all levels and in 
all forms of education ....by the revision of textbooks.... and teaching 
methods.” There is the usual UN committee of ‘experts’ to monitor 
compliance with the treaty. 


¢ Inthe preamble to the Women’s Convention the Australian government 
committed itself to ‘general and complete disarmament’. Those who 
actually read the treaty probably assumed that meant disarmament at 
the national level, but it applied to citizens as well. The civilian 
disarmament legislation was prepared well in advance of the Port Arthur 
incident. Now it is an offence for people in NSW to even carry a knife 
without good reason, and self defence is not a good reason. There is to 
be no armed resistance to Globalisation. 


The plan for national disarmament was originally submitted to the UN in 
1961 by John F. Kennedy as ‘Freedom From War: The United States 
Program for General and Complete Disarmament in a Peaceful World’. 
Only the world government is to be armed. The final stage of the three- 
stage program states that disarmament “would proceed to a point where no 
state would have the military power to challenge the progressively 
strengthened UN Peace Force.’’*” 


¢ As part of the lengthy treaty called GATT, there is provision for setting 
up the World Trade Organisation. The World Trade Organization 
functions in Geneva as a sort of United Nations of Trade, with a 
legislature, a multinational bureaucracy accountable to no one, and a 
supreme court of trade. 


e Another treaty designed to control economic life, the Law of the Sea 
Treaty. This treaty creates an International Seabed Authority with 
sovereignty over three-fourths of the earth’s surface. 
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Other treaties regulate energy and property under the pretence of protecting 
the environment: 


* The soon to be implemented Treaty on Biological Diversity (signed 
1993) which will restrict what people can do on their own land and in 
their own back yards; under Article 8 a system of protected areas will 
be declared, which will then be managed by the government on behalf 
of the UN to protect ‘biological diversity’; there will also be land use 
controls in “areas adjacent to protected areas” [Art.8 (e)] which means 
anything within cooee of a water course. Even backyard BBQs will be 
forbidden anywhere near a river if the experience of California is any 
indication. 


e A treaty that came out of the 1992 Earth Summit in Rio called the 
Framework Convention on Global Climate Change called for the 
economically developed countries to take ‘voluntary actions’ to reduce 
greenhouse gas emissions (principally carbon dioxide) to their 1990 
levels. The Climate Control Treaty signed in Kyoto, Japan, during 
1998 turned the voluntary goals into ‘legally binding commitments.’ 
These ‘voluntary commitments’ advance the programme of national 
suicide begun under the Lima Declaration. 


¢ The World Heritage Convention of 1972 granted special powers to 
the UN agency UNESCO to designate selected treasures in various 
countries as World Heritage sites and develop regulations and policies 
concerning their use. 


All these treaties are attacks on national freedom, national security, land 
ownership, and private property. Every one of these treaties involves setting 
up a new global bureaucracy that would have some kind of control over 
Australian citizens, families, schools, businesses, use of natural resources 
and energy, or land. 


THE UN CONFERENCES 


The other device used to take nations along the road to global governance 
is the UN ‘conference’. These conferences pretend to be democratic 
gatherings of diverse delegates from all over the world who hammer out 
their differences and agree on plans of action. In fact the conference 
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epanagers write the reports and recommendations ahead of time and then 
panipulate the so-called delegates to call it a ‘consensus’. Delegates return 
sm the conferences with agreed plans of action which they then proceed 
s implement through their various government bureaucracies. 


» UNconferences have been used effectively to serve radical feminist 
goals. The UN Conference in Cairo, which was supposed to be about 
population, was taken over and used by feminists to further their agenda. 
There was also a UN Fourth World Conference on Women held in Beijing 
in September 1995. The agenda established at those conferences includes 
demands for affirmative action, abortion, and promotion of the feminist 
platform in high schools, colleges and universities through courses and 
seminars on the notion of ‘gender equity’ .”! 


The principal UN conferences on energy and property were the 1992 
Earth Summit in Rio (which produced the Biodiversity Treaty and Climate 
Change Treaty), the Istanbul Habitat Conference in 1996, and the Rome 
Conference on Food in 1996. The code words of these conferences are 
‘human habitat’ and ‘sustainable development’. The agenda includes 
putting limits on consumption, land use, transportation, and energy. 
That agenda is the result of a world view that the high standard of living 
of the developed world has exceeded sustainable development and is 
destroying the earth. The intention is to drastically restrict use of 
automobiles, fuel, refrigeration, air conditioning, and meat. Bio regions 
are to be created which put 50% of land into wilderness. Humans are to 
be subordinated to the environment. 


The 1995 UN World Summit for Social Development in Copenhagen, 
Denmark discussed imposing a global tax to give the UN its own flow 
of money. 


In July 1997 there was a Conference on Religion and Cultural Diversity 
held in Melbourne, organised by a body called the World Conference on 
Religion and Peace. Delegates at the conference attacked the Christian 
religion for causing war, massacres and disunity on the planet. A single 
world religion worshipping Gaia Mother Earth is planned, and Christianity 
has no place in it. Christianity is scheduled for destruction. 
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SOCIAL AND CULTURAL SOVEREIGNTY 


To abolish nationalism, the national spirit, the feeling of unity, has to be 
weakened and ultimately eliminated. It must never be allowed to express 
itself in a political manner. There are various ways this is being achieved: 


¢ diverting national feeling away from politics and into sporting contests 
where it can be dissipated harmlessly. Exaggerating the significance of 
sporting events like the Olympics, and now the Para-Olympics, the 
Winter Olympics, and the Gay Olympics. 


e the policy of Multiculturalism, adopting a policy of giving preference in 
immigration to people of other cultures. The false theory employed is 
that any other policy amounts to ‘discrimination’ against the other 
cultures, ‘racism’ or ‘xenophobia’ (fear of foreigners). In fact it 
discriminates against its own culture, and is intended to destroy it. The 
recently self-appointed race vigilante group “Racewatch’ has declared 
that requiring migrants to assimilate into Australian culture is ‘racism’. 


¢ severing the British connection by eliminating the Crown and creating a 
Republic. The false theory there is that Australia has come of age, and 
now has to stand on its own. In truth it is being handed over by globalists 
to the ‘institutions of global governance’. 


¢ changing the flag. The false theory there is that now there are so many 
other cultures in Australia, the Australian flag is offensive and 
‘discriminatory’, so a new one which is more acceptable to all the 
cultures is required. The reality is that a flag 1s a strong rallying symbol 
of nationalism, and must be destroyed. 


¢ re-writing history to belittle the achievements of past Australians who 
built the nation. Nation building and nation builders have to be de-glorified. 
Colonisation is reinterpreted as ‘invasion’, settlers protecting themselves 
against Aboriginal attacks becomes ‘genocide’. The building of the 
Australian nation becomes a cause for ‘unutterable shame’, instead of 
pride. It has even been suggested that Australia’s national day be turned 
into a national ‘sorry day’ to apologise for it all. 


After the national spirit and cultural autonomy have been abolished, anew 
‘global society’ can be constructed on the wreckage, or so the ideology 


goes. 
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SURPRISE, SURPRISE! 


Readers familiar with the Communist Manifesto of 1848 are aware that it 
contains the following agenda: 


(1) Establish one world socialist government. 


(2) Bring down the existing social order by undermining and destroying 
(inter alia) the following: 


e private ownership of property 

e existing culture 

e existing law 

e the traditional family 

¢ mariage 

¢ countries and nationality 

¢ all religion, especially Christianity 
e all morality, and 


¢ existing education, replacing it with ‘social education’. 


The similarities to globalisation are unmistakeable. That agenda is being 
implemented in Australia by the federal government enacting legislation and 
following policies pursuant to treaties signed at the UN. 


THE NEW ‘TERRORISTS’ 


Now that nationalism is ‘outmoded’ nationalists, patriots, are the new enemies 
of globalism and of governments promoting globalism, including the 
Australian government. A ‘patriot’ is defined as ‘One who defends or is 
zealous for his country’s freedom or rights’ .** Only yesterday the Australian 
government was exhorting them, or conscripting them, to go off and be 
blown to pieces ‘keeping the world safe for democracy’. Now that the 
cause has become ‘democracy-and-free-trade’ patriots are no longer 
welcome. They represent a nuisance, getting in the way of governments 
handing over national sovereignty on the sly. 
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CHAPTER 11 


THE FINAL CHAPTER 


THE SCOURGE OF ELITISM 


Much is being made by the media of so-called ‘racism’ which allegedly 
stalks Australia, but there is a far greater scourge upon the land. This blight 
is just as divisive and socially destructive as racism, and it is particularly 
out of character in Australia, a country founded on an egalitarian ethic. The 
sickness is ‘elitism’, with its associated symptoms of intolerance and 
hypocracy. 


When a nation is being demised without the full knowledge and consent of 
the people, the society must necessarily be split into at least two camps: 
those doing it, and those having it done to them....those ‘in the know’, and 
those who have to be lied to, deceived, and kept in ignorance until it is too 
late for them to prevent the changes. 


On Saturday 13 June, 1998, 24% of the voters of Queensland voted for a 
fledgeling political party: Pauline Hanson’s One Nation. In the tally room 
organisers of the entrenched major parties, watching their traditional voters 
defecting to One Nation in droves, blamed what was happening on 
insufficient media coverage for their own parties in the leadup to the election 
because of ‘an obsession with One Nation’. What they failed to say was 
that the media ‘obsession’ with One Nation had been a shift into overdrive 
of an ongoing campaign to discredit Mrs. Hanson and her Party. 


For more than a year Mrs. Hanson had been the subject of the most appalling 
display of media bias, hysteria, spite, and outright dishonesty in history. 
Calling her ‘the fish and chip lady from Ipswich’, the media misrepresented 
what she said in parliament to make her out to be a ‘racist’, made fun of 
her limited education and personal mannerisms, accused her of being a bad 
mother, attempted repeatedly to ambush and humiliate her on national 
television, ignored her altogether in the hope she might disappear, and 
ultimately lied outright about connections between her party and foreign 
‘right wing extremists’. The “gay mardi gras’ and left-leaning programmes 
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like ‘Fast Forward’ lampooned her, busloads of paid riff-raff were hired t 

abuse, spit on, and throw urine-filled condoms at people going to her lawf 1 
meetings. She received death threats and required bodyguards. In the fi at 
weeks before the election Prime Minister Howard describ dh 7 
‘deranged’, ee 


What the Australian people had been witnessing with increasing disbelief 
were the reactions of the country’s entrenched ruling elites to challenges 
from what they call ‘ordinary’ Australians to their programme of 
globalisation. The elites apparently had not contemplated, operating as they 
had been behind a screen of media censorship and obfuscation, that the 
electorate might wake up to what was going on: that Australia’s ‘leaders’ 

under the rubric of ‘globalisation’, were implementing policies which 
transferred ownership and control of the country to internationalist bodies. 
What was even less within their contemplation was the possibility that the 
people might exercise their initiative and try to do something about it. To 
understand how such a gulf could arise between Australia’s ‘leaders’ and 
the people, one has to understand the ideology of elitism. 


ELITIST IDEOLOGY 


Elitist ideology (the phony theory justifying rule of the ‘mass’ by elites) has 
been around for ages, at least since Plato’s ‘Republic’ (c. 400 BC). The 
modern version arose during the late 19th and early 20th centuries largely 
through the work of two Italians, Vilfredo Pareto (1848-1923) and Gaetano 
Mosca (1858-1941), and it parallelled the rise of the huge modern 
bureaucracies.! According to the ideology it is ‘inevitable’ that elites must 
rule because they are smarter, particularly about things like politics, 
government and economics, and in ‘a complex modern pluralistic society’ 
(their phraseology) such sophistication gives them the right to rule the 
‘mass’. This they can do by stealth, subterfuge or any other means: 
‘whatever it takes’, as one of their number put it. They, and only they, 
know what’s good for the ‘mass’ and indeed the world. 


The ‘mass’, on the other hand, is supposed to need and want to be led by 
the elite. It is supposed to look to the elite for all its ideas, and hang on 
every word the elite says. Elitist strategy is to give the ‘mass things to play 
with, like ‘democracy’ or sporting contests, which keep them occupied 
(having elections, cheering on sporting ‘heroes’) while the elites wield the 
real power and enjoy the perks and prestige that go with It. The democratic 
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ess is there for show, not to actually transfer power, other than from 
"Coalition Party elite (‘tweedle-dum) to the Labor Party elite (‘tweedle- 
oe But under no circumstances must the ‘mass’ be allowed to exercise 


sal power OF challenge the elite position. 
\USTRALIA’S POWER ELITES 


s 1979 study showed that power in Australia is shared between elites in 
sovernment, bureaucracies, big business, unions, academia, the media, the 
wdiciary, arts, churches, ethnic lobbies and so on.” Obviously, only elites in 
sovernment enjoy legitimacy flowing from the ballot box, but elites regard 
any power as legitimate, even if it flows from control of the means of 
oroduction (business), of education, or of entry into a profession. Might 
(power) is right, according to elitist ideology. 


Higley et.al. who conducted the study observed that the continued 
possession of power is more important to the elites than social principle. 
Accordingly, they don’t care whether the system is capitalist, socialist, or 
3 mixture of both, or even nationalist or globalist so long as they retain the 
power. This explains why elites which previously believed in welfare 
socialism promptly discarded that and embraced laissez-faire capitalism 
when the Hawke government adopted ‘economic rationalism’. It explains 
also why the elites readily abandoned their fellow Australians and transferred 
their allegiance to ‘institutions of global governance’ when it looked like 
they were to be the next fountainheads of power. 


Since power is crucial for their status, the elites resist any change which 
might threaten existing power structures. Thus they talk vigorously about 
‘the need for reform’ when it involves a GST, which taxes the ‘mass’ 
while leaving elite power intact, but they refuse even to discuss reform of 
an education system which fails to teach 30% of children how to read or 
write, because they regard education as their own exclusive domain. Fear 
of losing power causes elitists to hate democracy and Constitutions (unless 
they write them) which limit government power and give the ‘mass’ a say 
in their own government. Instead the elites favour strong centralist, 
totalitarian regimes which concentrate power in the hands of ruling elites. 
That explains the subversion of the Australian Constitution by people in 
high places, the relentless efforts to concentrate power in Canberra at the 
expense of the states, the willingness to hand over Australian sovereignty 
to foreign institutions of governance which are non-accountable to the 
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Australian people, and the penchant for creatin 
controlled committees and tribunals which super 
the life of the ‘mass’, including what they are a 


& more and more elitist- 


vise every minute detail of 
llowed to think and Say. 


SOLIDARITY AGAINST ‘HANSONISM’ 


Whilst the elites might be highly distrustful of each other, all factions will 
unite to protect the elite class as a whole if its monopoly on power is 
challenged, particularly by a non-elitist force like One Nation. This is why 
Australians have witnessed a united effort by politicians, academics, big 
business, bureaucrats, the media and the churches to ‘fight Hansonism’. 
The pretext is ‘fighting racism’. The reality is the protection of their own 
power and privilege. 


One of the reasons for the rise of voter reaction is the informal power-and- 
policy sharing arrangement between the two major political parties under 
the banner of ‘bi-partisanship’, effectively eliminating any policy choices 
the ‘mass’ might have had. With characteristic contempt the media tried to 
sell this as ‘political maturity’. The elite’s detachment from reality is 
evidenced by their apparent belief that the ‘mass’ somehow wouldn’t notice, 
or would accept it without attempting to do something about it. What was 
not supposed to happen, according to elitist ideology, was for the masses 
to exercise ingenuity, to source information from the Internet, to use small- 
circulation privately-produced newspapers and newsletters to spread the 
word, to educate themselves in political and economic affairs, and to establish 
a political party capable of challenging the entrenched elite position. That 
sort of grass-roots action is what the elites now regard as ‘urban terrorism’. 


Since ‘political instability’ threatens entrenched elite power it is an almost 
pathological worry. Accordingly elitists constantly preach the virtues of 
‘stability’ while their own policies of reform are causing instability. The 
elitist road to ‘stability’ consists of suppressing, distorting and otherwise 
manipulating issues which, if openly debated, might lead to ‘divisiveness’ , 
by which they mean a challenge to their own globalisation agenda.? One 
technique has been to suppress dissent by blocking all channels through 
which non-elite viewpoints might be expressed, through control of the 
media including the letters pages. Thousands of letter-writers can testify as 
to the hopelessness of trying to get dissenting letters printed in the major 
newspapers. Others have contented themselves with writing to regional 
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tions. Others started their own web pages. Others just fumed, waiting 
for an opportunity to vote the major parties out. 


publica 


sUPPRESSION OF OPINION 


Another elite technique is to quash any attempt to discuss topics deemed 
‘off limits’. Attempts to discuss Aboriginal affairs are smeared as ‘racism’, 
the questioning of immigration policy as ‘xenophobia’, and the challenging 
of globalisation as ‘slobaphobia’. Another method has been to confine 
jiscussion on contentious issues strictly to the recycling of ‘politically 
correct’ viewpoints, and discouraging others with the ultimate threat of 
summons before the ‘anti-discrimination’ tribunals of the thought police, 
the elitist Inquisition. Ultimately complete censorship, the ‘media blackout’ 
= resorted to. Through this method an entire political party, Australia First, 
along with its founder, Graeme Campbell, have been given the ‘silent 
treatment’, with the result that most Australians are completely unaware of 
their existence, while others have been left wondering what happened to 


them. 


Because it systematically suppresses divergent views on important issues, 
tule by elites is incompatible with true democracy. There are still elections, 
but the people are voting on issues which have been either distorted, 
suppressed, or misrepresented. Not only that, but many issues like economic 
policy, immigration policy, firearms policy, and globalisation are simply 
withdrawn from the public arena altogether. As an editorial in The Australian 
newspaper once described it, they are ‘given’, whichever party is in power. 
In that case, as Noam Chomsky put it, ‘democracy is at best a very thin 
reed’. There is ‘democracy’ in the sense of elections, but nothing important 
for the ‘mass’ to vote on. 


THE AMERICAN POWER ELITE 


The push for globalism is coming from the American power elites described 
by some writers as the Eastern political Establishment.* For an account of 
how this global aristocracy of wealth developed, the reader is referred to 
the book ‘The Naked Capitalist’ by W.Cleon Skousen (1970), which is 
itself a review of another work ‘Tragedy and Hope’ (1966) by Dr.Carroll 
Quigley, President Clinton’s teacher and mentor. Skousen writes at p.5, 
how the super-rich have come to regard themselves as the ‘hope’ of the 
world, while the rest of the people represent ‘tragedy’. At p. 112 he writes: 
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“As I see it, the great contribution which Dr.Carroll 
unintentionally made by writing “Tragedy and Hope’ was to help the 
ordinary American people realize the utter contempt which the 
network leaders have for ordinary people. Human beings are treated 
en masse as helpless puppets on an international chess board where 
giants of economic and political power subject them to wars, 
revolution, civil strife, confiscation, subversion, indoctrination, 
manipulation and outright deception as it suits their fancy and their 
concocted schemes for world domination.’ 


Quigley 


Noam Chomsky writing in 1995 said this: 


“Leading sectors of wealth and privilege taste blood. They think, 
with some reason, that they have the world’s population by the throat, 
and are in a position to roll back the hated welfare state for the 
general population and everything that goes with it: health and safety 
standards, labor rights and human rights generally, indeed any 
infringement on their right to pursue ‘the vile maxim’, as Adam Smith 
described the goal of the masters: ‘all for ourselves, and nothing for 


939 


the people’”’. 


According to Chomsky, while preaching the virtues of economic rationalism 
to the masses, the aristocracy of wealth is using its control of governments 
to protect its own wealth and privilege behind barriers of protectionism and 
subsidies. He continues: 


...major tendencies in the global economy of the past quarter century 
have at least raised the possibility that the world might be driven to 
an extreme form of totalitarian domination by wealthy and powerful 
sectors, with the gains for human rights, freedom, and democracy 
won in bitter struggle over centuries now reversed...” 


ELITISM AND SOCIAL PARASITISM 


The elites are for the most part unproductive, so that in the process of 
economic globalisation decisions about producers, how they must be ‘more 
competitive’, how they must submit to the discipline of ‘free trade’, are 
being made by people who themselves produce nothing socially valuable. It 
will pay to take a moment to review how this situation arose historic | 


ally. 
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ed on hunting and gathering for survival, everybody worked. 
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19 growing Crops and herding animals (Iraq, about 3500 BC) there was a 
agnificant rise in productivity. What happened then is described by Funk 
and Wagnalls Encyclopaedia as follows: ‘“‘The efficiency of domestication 
and a settled farm life allowed a segment of the community that was once 


otally occupied in hunting and gathering to engage in other pursuits such 
as...organisation and religious speculation”’.® 
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That ‘segment’, which began as a chief (politician), a council of elders 
(‘experts’) and a witchdoctor (‘policy advisor’), was to develop over time 
into a Class which found itself in the curious position of ruling over and 
organising those who continued to produce, yet depending upon them for 
survival. According to Professor Ferns the rise of this parasitic organising 
class marked the beginning of, “...the seemingly inevitable tendency in 
civilised societies towards the exploitation of the creators of wealth by 
castes of non-producers....Armed with the means of violence, administrative 
capacity and priestly magic, mixed in varying proportions, the castes of 
non-producers have, over most of the world and most of history, seized 
power and used it for their own purposes.”” Never more so than now. 


sieteiaes tie tae In productivity brought about by the Industrial 
Sues aes eet -1650) might have been used to free the productive classes 

€ grinding poverty they had been kept in through taxation and tithing 
for more than 5000 years. Instead it was siphoned off to allow probably a 
third of adults of productive age to become the organisers and exploiters of 
the rest. Huge bureaucracies blossomed as governments took over the 
regulation of almost every aspect of productive life. Universities full of 
semi-idle envious and resentful academics sprang into being.” Soft-option 
courses proliferated which were thinly disguised platforms for the ideology 
of social parasitism, of the many by the few, in the name of ‘the greater 
good’. As the novelist/philosopher Ayn Rand said, “There is only one means 
of survival for those who do not choose to [produce]: to conquer those 
who do.’” Add to the word ‘conquer’ the words, regulate, restructure, re- 
organise, rationalise, and now: ‘globalise’. 


uman survival now there is almost 
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who pushes them here, shoves them there, regulates them to distraction, 
yet implores them to continue producing no matter how difficult life is 
made for them because society ‘needs’ what they produce. In return the 
organising elites themselves produce nothing that anybody would choose 
to buy in a genuinely free market. They produce reports and 
recommendations, survey results, white and green papers, theories of trade 
and schemes for reorganising the world which invariably turn out to serve 
the purposes of the people who guarantee their own parasitic existence. 
They spend their days in conferences, planning the lives of productive 
people, and they disguise their envy and resentment of the producer under 
a cloak of smug self-importance and elitist arrogance. Every time the 
producers dare to demand a say in what happens to them, their labour or 
their produce, the parasitic elites harangue them, calling them ‘populist’, 
‘simplistic’, ‘afraid of change’, and accuse them of ‘scapegoating’, ‘turning 
back the clock’, and ‘failing to appreciate the benefits of globalisation’. 
Benefits to whom? 


THE LOOMING STRUGGLE 


According to Alvin Toffler, “We can expect the next decades to be torn by 
Struggle over the creation of new global institutions capable of fairly 
representing the....peoples of the world.”!° Sir Anthony Mason addressed 
the same issue: “We should be thinking about making international decision 
making itself more democratic, open and transparent.....The problems are 
considerable”’."' 


In his address to the American Council on Foreign Relations,'* president of 
the AFL-CIO John J. Sweeny expressed the view that on both moral and 
economic grounds the current, laissez faire, corporate defined 
internationalism cannot be sustained, and a combination of moral outrage 
and economic necessity is already transforming the debate. Around the 
world popular reaction is building. People are demanding a new 
internationalist progressive reform agenda making basic internationally 
recognized worker rights, environmental and consumer standards central 
to the global trading and investment regimes. Ways need to be found to 
regulate capital flows as George Soros and others have Suggested, and to 


Slow short-term speculation, perhaps with a transaction tax, such as the 
one suggested by Nobel prize winner James Tobin. 
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sple are beginning to demand that instead of an MAI, a ‘bill of rights’ 
transnationals to do what they like with the world and its people, 
lations and enforceable codes of conduct on the behaviour of 
jobal corporations need to be defined. It has been done before. During the 


“se of national economies in the wake of industrialisation, people united to 
organize unions, extend democracy, and impose new rules to make the 
economy work for people: food and drug standards, antitrust regulation, 
fair labor standards, a ban on child labor and eventually, labor rights, social 
security, consumer and environmental standards. The reforms did not come 
easily. They met with fierce resistance from monopoly Capital. They required 
worker organizing, citizen movements, a crusading press, and leaders willing 


to challenge powerful trusts. 


| enabl i ng 
new regu 


The struggle between nationalism and globalism is only just beginning, and 
so far the Australian people (or at least those supporting the One Nation 
Australia First and other minority Parties) are leading the world. The battle 
‘s not only about nationalism and democracy on one side, versus globalism 
and no-democracy on the other. The battle is also between the ‘ordinary’ 
productive people of the world guided by common sense, and the parasitic 
elites who clearly see themselves, whether through better education, the 
possession of wealth and power, or other self-proclaimed qualifications, as 
being superior to the masses and thus more entitled than they are to govern 
and to direct the future course of human affairs. Having abandoned common 
sense, legality, morality and even reality, the elites are guided by a whole 
series of false theories which justify their globalist crusade. 


As the battle for the new world order starts to take shape, the nature of the 
cialist elitists in the form of 


combatants comes into clearer focus. The So 
humanist ‘ministers’ 


academics, school teachers, bureaucrats, journalists, 
and their fellow travellers, are in bed with ‘the Capitalists’: the transnational 
corporations, the global speculators and the international Money-lenders 
who finance them all. So who is the enemy? Who is it that stands in the 
way of the promised global Utopia of unbounded prosperity, world 
brotherhood and love, free from war and want, free from borders and 
property ownership, free from personal responsibility and ‘arbitrary 
restrictions on individual behaviour, free even from the constraints imposed 


by nature itself? 
ve in working for a 


who belie 
mora 


ve people, actually, ie 
tn ny, human dignity, 


Well it is ordinary producti 
living, in individualism, freedom from tyran 


oat 
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behaviour, personal responsibility, common decenc 
a say in their own government, duty, ho nesty y; 
order, country, even God. Allin all, the people who built Civilisati 
believe in it enough to want it restored. They are the class en on and stil] 
Capitalists, the Socialists and the Money-lenders. They are the oo 7 the 
whose 


values have to be undermined, overturned and eradj 
cated 
be ‘free’, so Globalist ideology goes. So the world can 


cy, Matters of Principle 
kindness, family, law and 


In the meantime it is open season on decent patriotic Australians: call them 
names, smear them in the media, grind them underfoot, howl them down 
beat them up if they try to attend meetings, outrage and offend them, subject 
them to scorn and ridicule, pelt them with faeces and urine-filled condoms 
accuse them of crimes they never committed, attribute to them thoughts 
and prejudices they never had, flaunt the ‘new values’ ‘in their face’. Do 
what Lenin said: ‘Call them what you are’, ‘accuse them of doing what 
you are doing’. 


What the Globalists fail to realise is that in doing these things to ‘ordinary’ 
Australians they dig their own grave. Even if they were to emerge victorious 
from the coming struggle, they will have created a world that no human 
being, including themselves, would want to live in. Either way, they lose. 
In the meantime ‘ordinary’ Australians have to reassert their sovereignty 
and reclaim their country, otherwise they will lose both, forever. 
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